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| HUDDERSFIELD 
BUILDING SOCIET Y 


Investments Mortgages 








HEAD OFFICE: BRITANNIA BUILDINGS, HUDDERSFIELD 
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LONDON OFFICE: BRITANNIA HOUSE, 203 STRAND, W.C.2 
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THE WORLD’S paclntedade BUILDING 
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HEAD OFFICE: HALIFAX, YORKS —_ LONDON OFFICE: 7H a Tvkaue Ww. a 








Roya BANK OF SCOTLAND | 


INCORPORATED BY ROYAL CHARTER 1727 
HEAD OFFICE: ST. ANDREW SQUARE - EDINBURGH 


During the two hundred years of its history, Associated Banks: 


the Bank has maintained a tradition of the 
personal touch, and is to-day exceptionally GLYN, MILLS & CO. 


well equipped to provide its customers with a WILLIAMS DEACON’S BANK LTD. 
Banking service which is adaptable, individual 
and complete. 


BRANCHES THROUGHOUT SCOTLAND AND ALSO IN LONDON 


- TOTAL ASSETS £167,430,868 


THE 
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BRADBURY, WILKINSON & CO, LTD. 


DESIGNERS, ENGRAVERS & PRINTERS 
of 
BANK NOTES, POSTAGE STAMPS, 
BONDS, SHARE WARRANTS 
CERTIFICATES, CHEQUES, 


and 
ALL DOCUMENTS OF SECURITY 
wae 


HEAD OFFICE & WORKS: LONDON OFFICE: 
NEW MALDEN, SURREY 20 COLEMAN STREET, E.C.2 
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TELEPHONE: WIMbledon 0033-4-5-6 TELEPHONE: MONARCH 7531-2 
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YES !—SEAL-EASI 
WAGE POCKETS 
PAY ME, TOO! 


“And they will pay you—in time 
saved, because SEAL - EASI 
WAGE POCKETS SEAL IN A 
SECOND, WITHOUT MOIST- 
URE. Pay you, too, in :trouble 
saved, because they seal securely 
and permanently, holding the bulk- 
iest enclosure. SEAL-EASI 
Wage Pockets are a good- 
paying proposition—for 
employer and employee. 


SEAL-EASI Wage Pockets 

(printed or plain) and 

Commercial Envelopes are 

available from stock in all 

standard sizes. ASK YOUR 

PRINTER OR STATIONER 

yale "eal S TO SHOW YOU SAMPLES 

WAGE TO TEST, OR, IN CASES 


OF DIFFICULTY, 


; 
: cond ! 
seal in a Se PLEASE CONSULT OUR 
ADVISORY SERVICE. 


A John Dickinson gy JOHN DICKINSON & CO. LTD., 
Apsley Mills, Hemel Hempstead, Herts. 
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THE PURPOSE AND RESULT OF SENSIMATIC CONTROL 
<—- Here’s the secret of the Sensimatic’s 
astonishing versatility. Each panel (or sense- 
plate) like this guides the machine through any 
four different accounting jobs in any combina- 
tion. There is no limit to the number of panels 
you can use. 
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Statements 


Supplementary Lists 


Waste Records 


Remittance Lists 


Deposit Accounts 
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Dividends 
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and many more 


j 


id 
Bee! 





Amr 


4 


ae 





; 


~ 
3 of §e 
—— 
“ae 

: 


~T 





Burroughs 
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From one 
accounting machine— 
countless applications 


NOW THERE ARE FIVE VERSIONS Of the 
Burroughs Sensimatic Accounting Machine, 
giving you the registers or combinations of 
registers you need for the jobs you have on hand. 
All are based on the completely new principle of 
Sensimatic Control, which directs the machine 
automatically through every mathematical func- 
tion and carriage movement during a posting 
operation. Just as there is no practical limit to the 
number of different accounting applications the 
Sensimatic will handle—switching instantaneously 
from one to another at a turn of the selector knob 
— so there is no limit to the economies in time 
and labour which its use will effect in your office. 

Call Burroughs about the Sensimatic today. 
You'll be surprised at the low cost of this multi- 
purpose accounting machine. Burroughs Adding 
Machine Limited, Avon House, 356-366 Oxford 
Street, London, W.1. Sales and Service offices 
in principal cities. " 
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$end for the MMlan from 
Remington Mtand 


if you are faced with any business situation that calls for 
closer management control or greater clerical output, 
send for the Man from Remington Rand to discuss 

ways and means of solving your special problems. 





He will be glad to explain how Remington Rand’s 

wide range of business machines, systems and equipment 
can help you to achieve new standards of speed, 
simplicity and accuracy in office administration. 


Memington Fland 


SYSTEMS, MACHINES 





AND EQUIPMENT 


... the easier way to Office Efficiency 





Write for booklet * The Easier Way to Office Efficiency’ to Dept 142 
REMINGTON RAND LTD., COMMONWEALTH HOUSE, | NEW OXFORD ST., 





W.C.i Tel: CHAncery 8888 
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THE CORONATION ISSUE 
of | 


History TODAY 


is a memorable contribution to a great occasion 


It is an issue you will be anxious to keep: for every article — the work 

of a renowned authority — illuminates a separate aspect of the history of 

the British Throne. The achievement of two great Queens provides the 
keynote of the number. 


Contents include :- 


THE ACCESSION OF QUEEN ELIZABETH I by Professor J. E. Neale | 
THE CORONATION OF QUEEN ELIZABETH I dy A. L. Rowse 
POLITICS AT THE ACCESSION OF QUEEN VICTORIA by M. G. Brock 


THE RULER-CULT: FROM ALEXANDER OF MACEDON TO | 
ELIZABETH I OF ENGLAND by Dr. Charles Seltman 


THE DIPLOMACY OF KING Epwarb VII by A. P. Ryan 
ON SALE MAY 8th, |16pp BEAUTIFULLY ILLUSTRATED 2/6d. 


From booksellers and newsagents everywhere, or by subscription, 33s., 
from the Publishers, 72, Coleman Street, E.C.2. 
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SECURITY 


Since the dawn of time the search 
for security has occupied the minds of 
men. Until comparatively recent 
years security consisted of the build- 
ing of immense walls, in digging 
moats, in fitting heavy bolts and bars 
and locks to secure both persons and 
personal possessions. 

Financial security today also relies 
on building, but with a difference. 





Perhaps the modern view is_ best 
expressed in the growth of the Co- 
operative Permanent. Here is a 
savings institution where investors’ 
money is secured by mortgages on 
thousands of privately owned houses, 
and where non-fluctuation of values, 
easy accessibility of capital and good 
interest with income tax paid by the 
Society add profit to security. 


The Society invites investments of any sum up to £5,000 
at 24°, per annum with income tax paid by the Society 


CO-OPERATIVE PERMANENT 


BUILDING SOCIETY 
NEW OXFORD HOUSE: LONDON: W.C.I 
Telephone: HOLborn 2302 
“City Office: 1463 MOORGATE, E.C.2 
Telephone: MONarch 3556 
ASSETS EXCEED £75,000,000 





RESERVES £3,000,000 















































Head Office of 
National 
Provincial 


Bank Limited. 




















‘At the corner of Threadneedle Street,’ 
15, Bishopsgate, London, E.C.2. 


AA rl tontl. Pip VOREL OU . Brunk Simited 


offers a complete Banking Service 


Chairman: 


The Right Hon. The Earl of Selborne, P.C., C.H. 


Deputy Chairmen: 
David John Robarts, Esq, 
Sir Frederick William Leith-Ross, G.C.M.G., K.C.B. 


Chief General Manager: 
L. J. Williams. 


Foint General Managers: 


H. F. Willmot, F. Keighley, C. G. Wheatley, H. C, Pearson. 
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to Security 
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223-227. REGENT STREET, LO 





FOR THE 
INVESTOR 


(Income Tax paid by the Society) 
£1-£5,000 accepted 


TEMPERANCE 


PERMANENT 


BUILDING SOCIETY 

































































NDON,.W.I. PHONE REG.7282 
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Leading Cases in the Law of 
Banking 

By Lord Chorley, M.A., Barrister-at-Law, and P. E. 
Smart, LL.B., AI. A case-book for students of 
banking, setting out the principle involved in each 
of the leading cases, a summary of the case, the 
judge’s decision and notes by the authors. 360 pages. 


30/- net. 


Guide to Company Law 
By Robert W. Holland, O.B.E. Revised and brought 


up to date, this book sets out the elementary 

principles of Company Law without reciting in detail 

the words of the Companies Act, 1948. Fifth 
Edition. 10/-. 


The Business Doctor 
Causes and Prevention of Business Losses and Failures 


By Walter Pinner, D.Econ. ( Halle-Wittenberg. ) 
' : 18/- net. 
; . this book provides sound advice on all angles 
of financial management.’’—Costing. 
Thomson's Dictionary of Banking 
By R. W. Jones. The standard work of reference for 


all concerned with Banking Law and Practice. 
Edition. 63/- net. 

Those interested in this phase of finance can scarcely 
afford to be without such a complete guide.”’-— 
Financial Times. 

SIR ISAAC PITMAN & SONS, LTD. 
Parker St. @ Kingsway @ London, W.C.2 
PADD DDD DD 
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: The CORONATION 
Book-Bank 





Handsome Coronation “P.P.J.”’> Book-type Home 
Safes are available in beige antique or gold 
antique finish with a profile of Her Majesty 
embossed on the front. 

Like all “P.P.J.”. Book-Banks, they are strong 
and solid, with a slot for coins and a circular 
aperture for notes. 

Please write to us today for samples and prices of 
this special design and also standard patterns. 


PEARSON-PAGE-JEWSBURY CO., 
Dept. 12, Westwood Works, 


LTo. 
Birmingham, 6 
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SAFETY ae 
for your savings Always : 
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CAPITAL 24 % 


DEPRECIATION 


INTEREST ° 
Income Tax paid ASSETS NOW A) 
by the Society £ 20,000,600 Ps 








RESERVES £1,400,000 
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New advances during 1952 £4,165,995 





Assets £15,000,000 Reserves £800,000 | % New investments (inc!. deposits) 
* £4,374,499 Ee 

Ri Balance sheet and other literature wil! * 

HASTINGS and THANET #4 gladly be sent on request. ¢" 
Sy bad 

BUILDING SOCIETY Fs i 

| af CHELTENHAM 6. 

29-31 Havelock Road, Hastings 46 Queen Street, Ramsgate | -4 ee OU Cc L 5 ITER t 
99 Baker Street, London, W.! | aes Weil. a ¥. ¥ eioby e 

4| Fishergate, Preston 41 Catherine Street, Salisbury is WEAN REA cae cenanee aaeee 
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23 % Net 


Income Tax paid by the Society. 








For over 100 years dividends have been 
regularly paid and capital invested has been 
withdrawable without depreciation. 





Investments accepted without entrance 


WHEN YOU READ YOUR PAPER... | fees, stamp or commission. 
INTEREST —and see the fluctuations of the stock | 
ON SHARES market, it makes you realise how | TOTAL ASSETS - ‘ £6,742,788 
10 important it is to have some investment | 
2 which never depreciates in capital value. | LIQUID ASSETS  .- - £1,066,415 
~ Money in the Leek & Moorlands Build- 
2 ing Society can always be withdrawn in | RESERVES, ETC. “ . £471,656 
PER ANNUM full. The capital is secure and you | 
einen * receive 24°, interest with Income Tax | 
AX paid by the Society—this is equal to | General Manager and Secretary : 
Dp is 0 : , ‘ : 
PAID BY THE £4.10.11°; if you are liable to the ANDREW BREACH. F.C.IS., F.B.S. 


SOCIETY standard rate of tax. 


YOU APPRECIATE THE SECURITY OFFERED BY | 


|EEK 2 MOORLANDS 


trarrorpsuine BUILDING SOCIETY 


ASSETS £23,000,000 ESTABLISHED 1856 | 
General Manager: HUBERT NEWTON, F.C.1.S. | 
Chief Office: NEW STOCKWELL HOUSE, LEEK, STAFFS | 

















Head Office : 
ST. STEPHEN’S HOUSE, THE CENTRE, BRISTOL, | 
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adds £40,000.000 
a year to the 
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HOME SERVICE 


INSURANCE 
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Issued by the | 
Industrial Life Offices 








It is good ‘public relations’ 
to send out neat and well-typed letters. 
The work produced by Imperial type- 
writers is outstandingly good—the result 
of the scrupulous care we take at every 
stage of production. In our Leicester 
factories, the largest and most modern in 
the British Empire, a system of inspec- 
tion and testing has been evolved which 
ensures that every typewriter—and every 
part of every typewriter—conforms to the 


highest standards of efficient performance. 


Imperial 





Made in Britain by British Craftsmen 


IMPERIAL TYPEWRITER CO. LTD LEICESTER 


CRC 9 















Subscriptions accepted from 6d. to £2 10. 0. per week 
up to a maximum holding of £5,000. Arrangements can 
be made to pay through your own, or a local bank. 


PAID-UP SHARES receive 2}°, 
DEPOSIT ACCOUNTS receive 2°, 


INCOME TAX PAID BY THE SOCIETY 





Genera! Manager 


ASSETS 
E. M. GAUNT, F.c.1.s., F.B.s. 


£16,500,000 





BRADFORD PERMANENT 





BUILDING SOCIETY 


Head Office : 
41-43 SUNBRIDGE ROAD, BRADFORD 
Telephone: Bradford 25144-5 
London Cffice: 6 MADDOX ST., W.!1 Tel.: MAYfair 8538 


























METHOD 
IN 
INVESTMENT 




















means 


an excellent rate of interest (2}",,) 
freedom from income tax complications 


ease in realisation, safety of capital 


All these you can obtain from 


_SHERN HALL (METHODIST) 


BUILDING SOCIETY 


306 Hoe Street, Walthamstow, E.1!7 


KEYstone 5888 

















Exeter Benefit 
Building Society 


l4 DIX’S FIELD, EXETER 
Tel. 3460 & 59914 





Est. 1857 





Investments Received 
on 
Shares and Deposit Accounts. 
Shares £2-15-00% 
Deposits £2-10-0% 
© 
(Income Tax paid by Society) 





For Prospectus, apply to:— 


W.H. ELSTON, F.B.S., Secretary 








‘... There must be 
something I cando...’ 


< 





Here is a task that never ends — the care of child- 
/ victims of callousness or thoughtlessness. The trained, 
experienced workers of the N.S.P.C.C. devote their 

lives to it, always ready with the help and advice that 

so often restores the family life on which the child 
| depends. And you can help too. The National Society 


for the Prevention of Cruelty to Children 
is entirely dependent on voluntary con- 
| tributions- 
ance, in order to continue to bring hap- 
_piness to those who want it most. 
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it urgently needs your assist- | 





| When advising on wills and bequests remember the 
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President: H.R.H. PRINCESS MARGARET 


| Information gladly supplied on application to The Director, N.S.P.C.C. 





Victory House, Leicester Square, W.C.2. Phone: Gerrard 2774 
























Pint by Captain ee 


In 1770, Captain Cook took possession of the eastern 


coast of Australia, naming it “New South Wales”. 





“New South Wales” was still the name of all the settled part of 
Australasia when Australia’s first public company —the Bank of New South | 


Wales — was established in 1817. 


This explains why the Bank which provides banking service at over 850 
points in Australia, New Zealand, Fiji. Papua and New Guinea is still 


called — 


BANK OF NEW SOUTH WALES 


FIRST AND LARGEST COMMERCIAL BANK IN THE SOUTH-WEST PACIFIC 
MAIN LONDON OFFICE: 29 Threadneedle Street, E.C.2—D. J. M. Frazer, Manager 
HEAD OFFICE — SYDNEY, AUSTRALIA 


























(INCORPORATED IN NEW SOUTH WALES WITH LIMITED LIABILITY) 
G85207C 
SENN DUNLOP ‘FORT’ car tyres are 


designed for the motorist who Is pre- 
pared to pay a little more for a tyre 
that is without equal for strength, 
trouble-free performance and long 
mileage. Like all other Dunlop car 
tyres it carries the famous Gold 
Seal, symbol of the latest and 
best in tyre-building technique. 


DUNLOP 
FORT 
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Large increases are planned in 
Australia’s primary production. 


Our Information Department can 
assist if you are interested in the 
opportunity for development. 


The NATIONAL BANK OF AUSTRALASIA Limited 


(Incorporated in Victoria) 


tondon Office : 7 Lothbury, E.C.2 
Other London Offices: Australia House, Strand, W.C.2 and 8 Princes Street, E.C.2 
660 Offices in Australia Assets £229 Million 




















Specialised BANKING FACILITIES 


The full and proper use of credit requires © Bowmaker provides specialised credit facili- 
an appreciation of all its different forms, ties for Industry, Commerce, Export and 
their purposes and application. Import, and will welcome your enquiries. 


| PEM BOWMAKER 


Industrial Bankers 





BOWMAKER LTD., BOWMAKER HOUSE, LANSDOWNE, BOURNEMOUTH. Phone: Bournemouth 7070 
London Office : 6! St. James's Street, S.W./. Phone: GRO 6611/6619 Branches throughout the United Kingdom 
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EASTBOURNE MUTUAL BUILDING SOCIETY 


Founded 1877 

















Assets Reserves 

ait INVESTMENTS RECEIVED sai 

£5,750,000 SHARE 23% ACCOUNT £250,000 
INCOME TAX PAID BY SOCIETY — MAXIMUM £5,000 





Prospectus on Request 


Head Office : 147, Terminus Road, Eastbourne. Telephone : Eastbourne 2173 
Bankers : Barclays Bank Ltd., and British Linen Bank. 
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‘“‘The Figures Show 


make the practice of saving difficult, 


investing public in the Society, that a 


SOUND AND STEADY 
PROGRESS 
HAS BEEN ACHIEVED” 


The above extract from the address of 

the Chairman, Sir J. Stanley Holmes, 

M.P.. at the Annual General Meeting, 

shows that those with large or small 

sums to invest may profitably and con- 
fidently place them with 


BUILDING SOCIETY 


Established 1883 


Telephone: PAD. 7223 (3 lines) 











BANCO DiI ROMA 


that despite economic conditions which HEAD OFFICE: ROME 
such is the confidence shown by the a a rn Sn ere 


year of OVER ISO BRANCHES IN ITALY 


ERITREA: ASMARA, MASSAUA 


SOMALILAND: MOGADISCIO, MERCA 


T T LONDON, FRANKFORT-ON-THE-MAIN, 


BANCO Di ROMA (FRANCE): PARIS, LYONS, 


BANCO Di ROMA PER LA SVIZZERA: LUGANO, 
NORTH WEST HOUSE CHIASSO 
BANCO Di ROMA (BELGIQUE): BRUSSELS 
MARYLEBONE RD., LONDON, NWA) BANCO ITALO-EGIZIANO: ALEXANDRIA, CAIRO 


Secretary - R.H. ALSOP, FBS. CORRESPONDENTS ALL OVER THE WORLD 


LIT. 2,000,000,009 


Ss) 
Branches Abroad: 
TURKEY: ISTANBUL, IZMIR 
LEBANON: BEIRUT, TRIPOLI 


LIBYA: TRIPOLI 


Representative Offices: 


EW YORK BUENOS AIRES 


© 
Foreign Affiliated Banks: 


MONTE CARLO 
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Since its incorporation in 18&2, the Church of 
England Building Society has maintained its stability 
unshaken. With both share and deposit interest 
increased, an excellent medium is afforded to those 
of your customers who desire security of capital 
coupled with a reasonable and consistent return. 
Interest is payable half-yearly on 3lst May and 
30th November. 


INDIVIDUAL INVESTMENTS ARE INVITED IN SUMS OF 


ASSETS £7,500,000 
RESERVES £375,000 
SHARE INTEREST 23%, 
DEPOSIT INTEREST 2% 
Income Tax Paid by the 


Society 


£25 TO A MAXIMUM OF £5,000 


Balance Sheet and Form of Application sent on request 


CHURCH OF ENGLAND BUI 


Regional Offices: 
BOURNEMOUTH 1149 Christchurch Road, 





6 & 7 


TUNBRIDGE WELLS 47 London Road. 








LDING SOCIETY 


INCORPCRATED 1/1882 


NEW BRIDGE ST., 


Boscombe. LONDON, E.C.4. 


NOTTINGHAM 4 Low Pavement. Telephone: CENtral 8455 




















Trade 
with the East 
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The Chartered Bank of India, ° 
Australia and China, celeb- its 
rates this year the centenary 3 
of its incorporation by Royal EE 


Charter. Merchants and 


$363 


manufacturers are invited to 
view the Bank’s Centenary Exhibit at the British Industries Fair and to avail themselves 
of the Bank’s services. The Bank provides exceptional facilities for conducting every 


s$etesgseys 


kind of financial operation connected with trade investment and travel in the East. 


THE CHARTERED BANK OF INDIA, AUSTRALIA AND CHINA 
(Incorporated by Royal Charter in 1853) 
Head Office: 38 Bishopsgate, London, E.C.2. 
Branches at Manchester, Liverpool, and throughout 
Southern and South-East Asia and the Far East. 
Agencies in Hamburg and New York. 


BRITISH INDUSTRIES FAIR STAND V8 EARLS COURT 
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SANWA BANK 


Authorized Foreign Exchange Bank 



















Fine quality secondhand 
reproduction Board Room 


Furniture 
oy 


Specialists in Executives’ 





pedestal writing tables, sets 





Chairman of the Board 
& President: 'TADAO WATANABE 


Capital: ¥ 2,500,000,000 
Head Office: IMABASHI, OSAKA 
Tokyo Office: GOFUKUBASHI, TOKYO 


San Francisco 

Branch: £65 CALIFORNIA STREET, 
SAN FRANCISCO 

A complete network of 185 nation- 

wide branches and worldwide 

correspondents 





of chairs, bookcases, etc. 







131-182 High Holborn 


HOLBORN 8520 W.C.I 

































THE CHATWOOD SAFE & ENGINEERING 








SS 


ALFRED ALMOND is no. ordinary 
safe breaker. He is a_ banker’s 
engineer of forty-four years’ standing 
— forty-four years with Chatwood. 
The safe is no ordinary safe. It is 
one which withstood probably the 
most violent attack by explosive 
ever attempted, in a Glasgow branch 
of The Commercial Bank of Scotland. 
For fourteen days after the explosion 
the safe remained stubbornly closed, 
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The man 
who broke 
a CHATWOOD 








defending the £10,000 behind its thick 
walls ; it was finally opened after 
six days’ continuous, arduous labour 
by this Chatwood 
Chatwood’s own works, in the pre- 
sence of the Bank’s own Staff Engineer. 


Chatwood construction and 


expert at 


Chatwood anti-explosive locks once 
more passed the final test, and saved 
£10,000. 


CHATWOOD 


COMPANY 


LID SHREWSBURY *- 








XV 


ENGLAND 








| An Easier 


If you are thinking ot manufacturing 
in Australia consult A.N.Z. Bank. Two 
Booklets will give you the preliminary 
information you require : “/ndustrial 
Australia” containing authoritative 
resources, 


information on industrial 








Way to Australia 


THE BANK OF AUSTRALASIA LIMITED 
THE UNION BANK OF AUSTRALIA LIMITED Established 1837 

















n Information 


and 


markets, labour and _ finance, 
“Company Formation in Australia’’, a 
general guide to Company Law, with 
notes on current taxation. Copies of 
these Booklets will gladly be sent on 


request. 


AUSTRALIA AND NEW ZEALAND BANK LIMITED 


In which are merged 


Established 1835 


71, CORNHILL, LONDON, E.C.3. Telepiione: AVEnue 1281 

















‘THE BRITISH BANK OF THE _ 
MIDDLE EAST 


LONDON (HEAD OFFICE) 
Established by Royal Charter 1889 








! Capital Paid up .. a * £1,000,000 
| Reserve oa os £1,250,000 
| BRANCHES : 
IRAQ ADEN COLONY LIBYA 
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THE YORKSHIRE PENNY BANK LIMITED 


ANNOUNCES THAT THE FOLLOWING BANKS:— 
BARCLAYS, DISTRICT, LLOYDS, MARTINS, NATIONAL 
PROVINCIAL, WESTMINSTER and WILLIAMS DEACON’S 


have purchased from the Midland Bank the whole amount of the Yorkshire Penny Bank 
share capital hitherto held by the Midland Bank. 











There are now no shareholders in the Yorkshire Penny Bank other 
than those Clearing Banks which have made this recent purchase. 


The Directors have elected Sir Robert A. Burrows, K.B.E. as Chairman, and Sir 
Cecil Ellerton as Deputy Chairman, and the Board is now constituted as follows :— 


Chairman—Sir Robert A. Burrows, K.B.E. (Deputy Chairman, District Bank). 
Deputy Chairman—Sir Cecil Ellerton (Deputy Chairman, Barclays Bank). 
The Rt. Hon. Lord Balfour of Burleigh, D.C.L., D.L., (Chairman, Lloyds Bank). 
The Hon. Rupert E. Beckett, (Director, Westminster Bank). 

Sir Eric A. Carpenter, O.B.E., J.P., (Chairman, Williams Deacon’s Bank). 

C. J. Holland-Martin, Esq., M.P. (Director, Martins Bank). 

The Rt. Hon. the Earl of Selborne, P.C., C.H. (Chairman, National Provincial Bank) 
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Like ALL CONSTANTLY CORRESPONDING AUNTS, 
Miss Jemima Culvert needs a crisp, square-cut 
envelope* to put a P.S. on the back of. 

It is not enough, she feels. to wedge a spidery 
afterthought into every margin, to hill at least 
one sheet from South to North as well as trom 
East to West, to detonate spec ial announcements 
in heavy black frames beside each page-number 
or to append the accepted quota of purely 
internal postcripts. 

She must also reserve something tor the stop press. 

In this, Miss Culvert is the victim of a powertul and complex 
motivation. For one thing, she loves to code : such messages as ** M. 
burst this a.m.” or ** What price oysters now !!”° have the intriguing 
property of meaning something to her correspondent, but nothing to 
the postman. For another, she has been brought up to eschew waste, 
and a blank rectangle of toothsome paper going inkless into the pillar- 
box is repugnant to her. Lastly, with every extra-envelopial phrase 
she experiences a thrill of wicked delight. being convinced at heart 
that such inscriptions are 


entirely illicit, and will 





ultimately result in a per- 
sonal rebuke from the Postmaster-General. 
Until that happens, like all constantly corresponding 
aunts, Miss Jemima Culvert will continue to need 
a crisp, square-cut envelope to put a P.S. on 
the back of. 


* A RIVER SERIES for preference. { well-constructed Jordan 
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/ — wide overlap of seams to provide security We shall be delighted to send to pro- 
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River Series envelopes 


THERE ARE OVER 260 different sizes and shapes of Manilla, 
Cream Laid, Air Mail, Cartridge and Parchment envelopes 
in the * River Series ’ range. 
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— comes first, of 

course. That is the 
banker’s primary duty. 
Then convenience. Every 
facility provided by a Bank 
has been contrived so as to 
make the handling of money 
easy—fer you. For hun- 


dreds of years the services 


you enjoy to-day have been 





Progress 


slowly evolving, improving, 
quickening, and as_ time 
passes there will be further 


progressive changes to meet 


new requirements. When- 
ever you enter the Bank, 
now or in the future, the 
service you receive will be 


the finest that skill and long 


experience can devise. 
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MR. A. W. TRINDER 
Qnanager of The Union Discount Company, who has been elected Chairman of the 
London Discount Market Association). 
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24] 
A Banker’s Diary 


IT was argued in last month's issue of THE BANKER that if Mr. Malenkov 
or W hoever is in control in Russia at the moment—felt secure in his saddle, 
he might find it wiser ‘“‘ to sit quietly for a time and make 

Cooler War peaceful noises, in the hope that this might lead to a gradual 

and the disengagement of American forces from Europe and Asia ”’ 
Markets — or even, if he wanted a quiet life, “ to work for rapprochement 
with the West, while still fishing, perhaps, in the troubled 
waters of African and Asian nationalism, in the hope of securing powerful 
long-term accessions to the Communist side’’. Since those words were 
written, the coo of the dove has been heard ever more insistently in the Jand. 
It has also been heard in Wall Street, where the Dow Jones index of industrial 
stocks, which had wan at 284.82 on the day of Stalin’s death, was down 
to 270.73 by April 2 Although this abrupt, and at present continuing, fall 
has been led by re armament shares—and has also been helped on its way by 
the American Treasury’s decision to float a (very successful) thirty-year long 
bond issue at 3} per cent., the first genuine long-term and reasonably high- 
vielding issue since pre-New Deal days —the underlying malaise there has 
clearly been due to mounting fears of an industrial recession. With Congress 
itching to axe defence expenditure even though the Administration is uttering 
warnings against believing everybody who cries “ dove’, it 1s difficult to 
avoid the conclusion that these fears may have some basis im fact. 

All this has set a knotty problem for the London stock markets, especially 
as they have had to take it in their stride along with a budget that gave 
investors nearly everything they had hoped for (except a reduction in stamp 
duty). In the event—as budget hopes rose but American jitters became 
more and more evident—War Loan 33 per cent. was marked up from 78? to 
794 net between March 6 (when Stalin died) and budget day, while the 
Financial Y?mes index of industrial ordinary shares was marked down from 
125.0 to 122.6. After the budget there was some attempt to push both gilt- 
edged and industrials higher, although demand for industrial shares was 
rigidly limited to those that will g gain most directly from the promised cessation 
of the Excess Profits Levy, the restriction of initial aHowances and the cuts 
in purchase tax. There wes however, little follow through to this demand: 
and by April 23 War Loan 3} per cent. stood at 80 9/16th net and the Financia! 
limes index at 120.3. The situation in the gilt-edged market was complicated 
by the knowledge that the British Electricity Authority would have to come 
to the penile it since has done, with a new £125 millions tranche of last 
vears 44 per cent. stock, 1974-79, offered at par, instead of gg—and by the 
persistence of pre-budget rumours that the Government was contemplating a 
tunding loan of its own. Thereafter, some shrewd City observers were scouting 
this possibility; others were contending that it might be needed to correct the 
easing of the banks’ cash ratios caused by the B.E.A. issue (much of which 
will go to repay advances); and yet a third group was preoccupied with the 
seemingly divergent problems of financing the Exchequer deficit and of grooming 
the markets for denationalization of steel. 

This is not an easy situation to summarize, but throughout it all investors 
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would do well to keep one factor in mind. If the estimates underlying Mr. 
sutler's budget prove right, then the official expectation is that monetary 
policy should remain just about where it is now. The focal point for the 
market's attention should not therefore be the (easily misunderstood) impli- 
cations of an estimated overall budget deficit of £580 millions, or of steel 
denationalization, or of other abstractions; the real debate, discussed in the 
leading article of this issue, must be on whether the Chancellor's estimates of 
the future relationship between savings and investment are likely to be right. 


Tur gold reserves ran up by only $63 millions in March. This was about 
half the rate of increase of $125-135 millions that was achieved each month 
in February, January and November—and that would have been 
Gold = achieved in December as well but for the end-year payments on 
Out of the North American loans. The increase in March was made up 
Season of $29 millions of American defence aid, $19 millions of gold from 
the European Payments Union, and $15 millions from the sterling 
area’s gold and dollar surplus with non-European countries; the last-named 
item suffered the biggest fall—from $74 millions in February—partly because 
of an exceptional British payment for American tobacco but also partly 
because of seasonal influences. The overseas sterli.z area is now entering 
the period of the year when many of its staple commodity exports fall out of 
season; in partial reflection of this, the mid-April gold transfer from E.P.U, 
fell to S11 millions. This seasonal factor, with the recent relaxation of British 
restrictions on imports from Europe and the expected increase in tourist 
expenditure on the Continent, means that the next few monthly announce- 
ments on the gold reserves are likely to make less pleasant reading than the 
glowing good news of the past five months. On the other hand, as an article 
on page 257 of this issue points out, the regional pattern of sterling area pay- 
ments now seems to be in much healthier shape than in any period since the 
war. Although the country will need to be sharply on the look-out for any 
deterioration in that pattern, the expected seasonal downturn should not be 
misread as a sign that that downturn has come. 


THANKS wholly to an increase in prices of finished goods, the money value of 
Britain’s gross national product increased by {1,111 millions to £13,648 
millions last year, even though the real value of gross domestic 
Companies’ product fell by approximately 1 per cent. The constituents 
Liquid of that increase are discussed in some detail in the second 
Funds article of this issue of THe BANKER; broadly speaking, 
employees and farmers got more, while other classes of the 
community got less. One feature of the preliminary national income estimates 
(published by the Central Statistical Office as Cmd. 8803), however, deserves 
separate mention here. In 1952, for the first time since the war, companies 
and private individuals saved more than they needed for the finance of their 
own investment and stockpiling programmes. This welcome improvement in 
private capital accounts has caused some confusion among economic com- 
mentators, for it was the result of a number of wildly conflicting factors. 
As shown in the national income White Paper (and as reported to the Inland 
Revenue) company profits fell by £179 millions to £2,327 millions last year, 
when the operating results of the nationalized industries and companies’ non- 
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trading income are included, gross corporate receipts fell by £138 millions to 
£3,433 millions. The fall in corporate tax payments and provisions (by {£68 
millions) was almost exactly offset by an increase in dividend payments and 
provisions (by £64 millions), so that the eventual unexpended balance of 
companies and corporations fell by £134 millions to £1,319 millions. In the 
first line of the accompanying table this unexpended balance of £1,319 millions 
is added to the similar baiance of £341 millions (or £160 millions more than 
in 1951) in personal capital accounts, to give a total of £1,660 millions of 
“private savings “ in 1952. The appellation “ savings’? may be somewhat 
misleading, since it includes depreciation allowances but excludes additions to 
tax and dividend reserves together with certain capital transfers to and from 
the central Government; when all these are included, as the table shows, 


THE FINANCE OF INVESTMENT 
(f millions) 





Companies, 
| Nationalized | Public | Whole 
' Industries, | Authorities Economy 
| and Persons | 
} 
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} 






































| | ] 
I95I | 1952 } I951 | 1952 I95I 1952 
j ; ' } 

‘ os er: eka te ber tee ie - —— 
Savings a a “% 6:0 ‘ I ,034 | 1,660 | OI5 247 2,249 | I,907 
Additions to tax and dividend reserves .. | 554 | 38; — — | 554 135 

’ - ° } —s _ j } | . . 
War damage compensation and other capital | | | 

; : 
receipts os - - ~ - 111 | gi |- 89 |- 66 22 25 
Death duties and other taxes on capital .. | - 194 | - 159 | +194 |+159 . _ 
ee ee! eee ee ee ee eee eee ; 
; : 
Balance available for capital formation... 2,105 | 1,730 | 720 | 340 2,825 2,070 
j _ | ‘s ' = i 
- , ; ; a ws vom . 
Fixed capital formation - a8 .. | 1,265 | 1,260 | 597 | 740 1,862 2,000 
Stock formation ia a si ~« | 12 137 | 164 | 37 1,365 |-— 100 
(of which stock appreciation) ‘3 .. | (850)* | (Nil)* | (50)* | (Nil)* (900) (Nil) 
' oer ee rr eer On ~ 
Gross capital formation *% ee -- | 2,466 | 1,123 | 7Ol | 777 3,22 I,g00 
y pilates) rea a lamas = i Ss 

Net surplus available for lending | 361 |-- 607 | —- 41 | -—437 — 402 |-+ 170 
| 
| 








* Unofficial estimates. 





investible funds in the private sector fell by £375 millions to £1,730 millions 
in 1952. This was wholly offset, however, by a fall of no less than {£1,343 
millions, to £1,123 millions, in the funds needed for the finance of private 
investment; the main factor here was that the private sector had to devote 
about £1,200 millions to stock financing in 1951 (including about £850 millions 
made necessary by the rise in prices in that year), while in 1952 it actually 
drew down its stocks by some £137 millions. 

The dramatic result of all this was that the private sector, which had had 
to borrow £361 millions net for the finance of its investment programme in 
1951, had £607 millions of surplus savings available in 1952. The savings 
shortfall of the public sector widened simultaneously from £41 millions to 
‘437 millions, but this still left the economy as a whole with a savings surplus 
and thus necessarily an external surplus) of £170 millions in 1952, whereas 
ithad a savings shortfall (and thus an external deficit) of £402 millions in 1951. 
There is no doubt, therefore, that savings at last started to pile up in the right 
hands last vear. This does not mean that the risk capital crisis is over, for 
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last year’s recovery was snatched at the cost of a grievous restriction of pro- 
ductive investment. But it does seem clear that easy money, excessive stock 
holding, and the inflation of raw material prices (together with the Inland 
Revenue’s obligation to tax “ profits’’ from stock appreciation as ordinary 
income) have made the problem in previous vears look even worse than the 
horror it 1s. 


THE tail-end of the seasonal contraction of bank deposits did not, this vear, 
extend into the period covered by the banks’ make-up for March. In the 
four weeks to March 18 net deposits rose by £22 millions to 

Deposits’ £5,542 millions, whereas a year previously they had fallen by 
Pre-Budget {12 millions and in 1951 by £27 millions. This reversal of the 
Rise seasonal pattern was partly due to a rise of £26 millions in 
advances—nearly twice their increase in the same month of 

1952 and the largest increase in a single month since November, 1951. Although 
public utilities and the iron and steel industry must have accounted for most 
of this expansion, it seems probable that the financing of a large part of the 
season’s imports of dollar tobacco during the month may also have been partly 
responsible; almost half the increase in advances was shown by the National 
Provincial, which is often particularly concerned in financing of this kind. 
This comparison does not of itself imply, therefore, that advances to private 
industry generally are being made with noticeably greater freedom. At the 


March 15 Change on 


1953 Month Year 
ém. im. {m. 
Deposits a - = si 6052.7 23.9 + 165.3 
‘Net “ Deposits* es ie 5842.0 ‘4 157.4 
gE iquid Assets.. one ve os 1993.0 (32.9) tae + 72]. 
Cash ' AE is a 1960.5 (8.27) 6.2 4 5.2 
Call Money = ad oe p72. (7.8) lO.2 —- 53-9 
atime Bills .. a a 055.1 (15.4) 23.0 276.5 
Other Bills . - - 69.3 (Z.1 r.8 10. 
Treasury Deposit Receipts .. - 
Investments plus Advances .. 3920.4 (04.8) 13.2 
Investments oo ae a 2121.9 (35.1) 7.6 + 13: 
Advances - 1798.5 (29.7 25.8 147.8 
Aiter deducting items in course of collection. + Ratio of assets to published dep: 


same time, the recovery in the banks’ portfolios of commercial bills has con- 


tinued. These portfolios are now £12 millions above the low point reached 
in November last; the increase of £2 millions during the month contrasts witha 
fall of £11 millions in the same month last year (from the peak of £187 millions). 

The rate of repayment of Government indebtedness—which had_ been 
greater during the first seven weeks of 1953 than in the same period twelve 
months earlier—declined during the month, so that total repayments over th 
whole three-month period of major tax-gatherings were only fractionally larger 
than in the similar period in 1952. In this latest quarter, moreover, since 
advances imposed a bigger strain, net deposits dropped by £38 millions less than 
in 1952 (when the decline reached £350 millions). The average liquidity ratio 
for the banks as a whole has been maintained throughout at a comfortable 
level; it declined in March by only o.1 per cent., to 32.9 per cent., compared 
with 31.8 per cent. last March. The bank that in the previous month main- 
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tained its liquidity ratio above 30 per cent. only by selling securities again 

accounted for most of the decline of £7} millions in investments. On the other 

hand, the remainder of the decline was due almost entirely to further sales by 
the bank with the highest liquidity ratio. 


Aw intriguing feature of last year’s changes at the Yorkshire Penny Bank has 
recently come to light. It will be recalled that last July, following the sharp 
fall in the gilt-edged market that led the Yorkshire Penny 
Yorkshire — Bank to disclose an “ uncovered ”’ depreciation in its mid- 
Penny Bank’s year statement of accounts, its capital was augmented by 
Capital £1 million (raising it to £24} millions) by subscriptions from 
the clearing banks that collectively own all its capital. At 
that time, it became known that the Midland Bank did not subscribe any of 
this additional capital, but this abstention did not then give rise to comment, 
since the Midland had previously been the largest individual shareholder. 
Last month, however, it became known that the Midland Bank had made the 
capital reorganization the occasion for withdrawing entirely from the joint 
ownership arrangement that had endured since the reorganization of the 
Yorkshire Penny Bank in 1911. This withdrawal was made possible by the 
agreement of the other share-holding banks—the remaining four of the Big 
Five and the three northern banks—to purchase the Midland’s holdings. 


ONE consequence of the recovery in Britain’s balance of payments-—.and 
perhaps also of the broader aims defined at the Commonwealth Conference 
last December—is that capital from the United Kingdom is 

British likely to secure a significantly bigger share in the boom rate 
Investment of expansion of natural resources in Canada. At Ottawa in 
in Canada March, Mr. Butler indicated his readiness to permit a more 
significant flow of funds for this purpose than hitherto; he 

subsequently told a questioner in the House of Commons that British invest- 
ment in Canada during the first two and a half months of this year amounted 
to {172 millions (an annual rate of some £80 millions). During the whole of 
1951 the net increase in British investment in Canada seems to have amounted 
to some {17 millions. Since this 1951 figure takes account of repatriation of 
British capital, the expansion, to date, has not been so large as the comparison 
might superficially suggest, but it seems, nevertheless, to have been substantial. 
The quickening of British interest in Canadian enterprises has, moreover, been 
even more clearly demonstrated lately by the announcement of certain impor- 
tant investments undertaken by United Kingdom firms in Canada; British 
Insulated Callender’s Cables has been given permission to transfer $3 millions 
to Canada for the purchase of one of the largest Canadian concerns manufac- 
turing electrical cables; a Canadian finance house, W. B. Pitfield & Company, 
is to combine with Robert Benson, Lonsdale & Company, N. M. Rothschild & 
Sons and a number of British investment trusts to sponsor a new finance 
company in Canada, in which $1 million of British capital will be involved; 
Hambros Bank and Harrisons and Crosfield are to co-operate with certain 
British investment trusts in setting up a Canadian company for the purpose 
of assisting British and European investors in Canada; and there have also 
been United Kingdom missions to explore the part that British resources can 
play in the St. Lawrence Seaway project and in Newfoundland and Labrador. 
An arrangement exists whereby the proceeds of repatriated British invest- 
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ments in Canada may, with the permission of the Canadian Government, be 
used for re-investment in Canada, if the United Kingdom Treasury is satisfied 
that the projects presented to it deserve an allotment of exchange. Otherwise, 
the Canadian dollar proceeds of the sale of British-held securities in Canada 
must be used for the repayment of Canada’s war-time interest-free loan to 
Britain. It seems that projects of greater risk, but offering the prospect, too, 
of greater returns if successful, are now being regarded more sympathetically 
by the Treasury than hitherto. What is not entirely clear is how far there 
has been a change in the Treasury’s conception of what constitutes a suitable 
project for the reinvestment of this country’s capital in Canada or how far 
more attractive projects have in fact been forthcoming—encouraged, perhaps, 
both by the continued prosperity and favourable prospects of the Canadian 
economy and by the pronouncements of the Chancellor. 





THE past year has been of especial significance to the building society move- 
ment. In the first place, the societies, after some initial hesitancy, have 
adapted themselves so well to the tide of dearer money that 
The Halifax they have attracted a record accretion of private savings. 
Centenary And, secondly, the year 1953 marks the centenary of the 
Halifax Permanent Benefit Building and Investment Society, 
which has grown into the biggest building society not only in this country 
but anywhere in the world. To mark this centenary the Halifax has recently 
published—for private circulation only—a handsome and fascinating history 
of its progress in these first hundred years. This history comes from the pen 
of that versatile doyen of financial journalists, Mr. Oscar Hobson, who is a 
familiar friend to readers of THE BANKER; to this month’s issue, indeed, he 
contributes not only his annual survev of building society activity (on page 291) 
but also the second instalment of his “‘ report ’’ on the nationalized industries 
(on page 271). 

The Halifax of to-day is the child not only of the hundred-year-old Halifax 
Permanent, but also of the eighty-two-year-old Halifax Equitable; it 1s a 
striking fact, however, that when these two societies were amalgamated in 
1928, they were already the two largest societies in Britain. To most people 
—at any rate outside Yorkshire, where they take it for granted that they 
always breed the biggest and the best—it is an intriguing subject for specu- 
lation why Halifax, of all places, should have outstripped all other towns in 
this way. The hunger for houses among the overcrowded workers 1n the 
manufacturing towns of the West Riding in the mid-nineteenth century cer- 
tainly constituted a fertile ground for the seeds sown by the experience and 
success of many earlier building societies. But, beyond this, Mr. Hobson 
argues forcefully that personalities provide the main answer. Two great names, 
both of them magnificently redolent of the Yorkshire tradition of thrift, 
dominate this history. The first is Jonas Taylor, who was the first secretary 
of the Halifax Permanent and who died just before the completion of its first 
fifty years. The second is that of Taylor’s successor, Enoch Hill, whose 
association with the society lasted until 1942. The great tradition that he 
helped to establish has been compared by one past president to the example 
uf the bishop who took the precaution when travelling to select the middle 
seat in the middle compartment of the middle carriage of the train—and lett 
the rest to Providence. Providence does not usually let such people down. 
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A Keynesian Budget 


OTH in its objectives and in the economic principles upon which it was 

framed, Mr. Butler's second budget has conformed very closely to the 

pattern indicated in our opening article last month. And in its specific 
proposals for tax relicf it also conformed closely to the last-minute press 
forecasts—except that it included most, and not merely a narrow selection, 
of the concessions then envisaged. But although the budget proposals thus 
took hardly anyone by surprise, people are still wondering how the miracle 
has been worked. 

Only a few weeks ago, there were still widespread forebodings at the extent 
of the shortfall, in the old financial year, from last year’s budget estimates; 
and, in the event, 1t was a bigger shortfall than even the most pessimistic 
had foreseen. Instead of the “ above-line ”’ surplus of £511 millions for which 
the Chancellor budgeted for 1952-53, he secured only £88 millions; and the 
Exchequér accounts “ overall” showed a deficit of £436 millions instead of 
the approximate balance at which he had aimed (after crediting a nominal 
£85 millions from the sterling “‘ counterpart ’’ of American defence aid). Yet 
this unprecedentedly large gap between expectation and outturn became the 
curtain-raiser for a budget that will dispense £169 millions of tax reliefs this 
year. For the first time since the mid-thirties, a budget neither raises any 
existing taxes nor imposes any new ones; nor does it make any cuts in 
expenditure, other than those minor savings that were already reflected in 
the estimates. 

So unfamiliar a performance inevitably leaves many people with the 
feeling that there must be a catch somewhere. An air of bewilderment is still 
discernible, moreover, even among commentators who are usually well 
informed. They imply that the Chancellor has given this ‘‘ new direction ”’ 
to budgeting only by abandoning the principles that shaped previous post-war 
budgets; or that he has dared to take risks that his predecessors always 
rejected, and is gambling upon the incentive effects of tax reliefs upon pro- 
duction. And they see sinister, or at least ominous, significance in the fact 
that he has not ‘ explained’’ how he proposes to finance his ‘ overall ’’ 
deficit, deducing therefrom the prospect of an upward pressure upon interest 
rates (or, alternatively, upon bank deposits). Every one of these comments 
implies misunderstanding, or incomplete understanding, of the reasoning 
behind this budget. The Chancellor on this occasion is a move ahead of most 
of the commentators; and if, by mischance, there proves in the end to be 
some substance in these recent comments, it will be because the Chancellor’s 
statistical assumptions go wrong, not because the commentators’ reasoning 
is right. 

An effort to dispel these misunderstandings can perhaps best be made in 
four stages. This article will examine, first, the underlying economic argu- 
ment of this budget (which means, in effect, recapitulating the gist of last 
month's article); secondly, the degree of risk, and especially the nature of the 
risk, that ‘the Chancellor has run: thirdly, the extent to which his chosen 
teliefs are suited to the high objectives he has in view; and, finally, the réle 
of monetary policy in this incentive budgeting. The argument at each stage 
needs to be viewed against the background of economic experience during the 


>) 








248 THE BANKER 


past year, since the whole explanation of the new direction in budgeting hes 
in the basic assumption that the condition of Britain’s economy on the eve 
of this budget was markedly, even radically, different from its condition 
before any previous post-war budget. Our second article this month is 
accordingly devoted to a detailed analysis of the major documentation of 1952 
that appeared just after our last issue went to press—the Economic Survey, 
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the preliminary paper on the National Income, and the White Paper on the 
external balance of payments. 


1—The Accounting Arithmetic 

First, however, it is necessary to record briefly the arithmetic of the budget 
accounts—with the warning that, although this was almost the only forward 
figuring that appeared in the budget speech, it is not the key to the assump- 
tions upon which the Chancellor worked. No attempt was made this year 
to show statistically how the budget is intended to fit into the wider pattern 
of the economy as a whole, so that the quantities hypothetically attached to 
his assumptions have to be deduced from other data. 

The starting point in the budget arithmetic was the Chancellor’s estimate 
that “ above-line ’’ expenditure, on the conventional accounting basis (as 
modified by the intrusion of credits from the “‘ counterpart ’’ fund), would be 
{4,259 millions, or {91 millions less than was actually spent in 1952-53 (also 
after crediting defence aid). On the other hand, above-line revenue, on the 
existing basis of taxation, was estimated at {99 millions more than was 
actually collected in 1952-53 (though at {124 millions less than last year’s 
estimates). The prospective ‘“ above-line’’ surplus was therefore {£278 
millions, or £190 millions more than the realized surplus of 1952-53. Hence, 
as the accompanying tables show, Mr. Butler was able to grant tax reliefs 
costing {16g millions this year, and yet to show, on this basis of accounting, 
a bigger “‘ above-line ’ surplus (£109 millions) than he secured last year. 

The details of the tax changes, and of their cost in 1953-54 and in a full 
year (not necessarily 1954-55), are set out in Table II. It should be noted 
here, however, that the scale of relief that could be fitted into this comfortable 
accounting was greatly enlarged by the fact that two of the biggest and most 
important concessions will cost the revenue nothing at all in the current year. 
Indeed, the full cost of this year’s changes will not be felt until 1955-56, as 
the following figures show: 

/ millions 


Cost in: 1953-54 1954-55 1955-50 
Sixpence oft standard rate 
Accruing to companies .. 15 ? 50 ? 50 
Accruing to others 19 ? 23 ? 23 
, - Of iz 73 
Sixpence off ‘‘ reduced "rates... oa - i 53 61 O1 
Age relief and dependants i - - $3 43 OF 6; 
Purchase Tax reliefs ‘ss e ea ” ¥ 15 60 60 
Ending of E.P.L. (December 31, 1953) .. ica i Nil 5 125 
Restoring Initial Allowances - e - - Nil 50 S4 
Miscellaneous - - ‘is re re 3 34 34 
Total budget reliefs .. a 7, a - 1693 250 {13 


Here, as the Economic Secretary to the Treasury later put it, is the three-year 
programme of rising reliefs to industry. But whilst the cost of this year’s 
decisions will indubitably rise in some such fashion as this (subject to variations 
in business profits from the current levels assumed in these estimates), the 
purely fiscal problem thus posed is not so formidable, nor are the quantitative 
reliefs so great, as the progression might suggest. For the revenue has still 
(0 benefit from the yield of the very tax decisions affecting businesses that 
the Chancellor has now reversed—-Mr. Gaitskell’s decision to withdraw initial 
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allowances, with effect (as it now proves) in 1952-53 alone, and his own decision 
last vear to impose E.P.L. with effect (he now decides) in the calendar years 
1952 and 1953 only. Each of these earlier decisions will fortify the revenue 
by roughly £100 millions in the current fiscal year. This extra £200 millions 
from business taxation is, of course, reflected in the 1953-54 estimates, and 
chiefly explains why, despite the fall in business profits during the past year, 
the total revenue was expected to rise by £100 millions on the old basis of 
taxation. Moreover, as we pointed out last month, the first fill year for 
these two earlier changes is 1954-55; and that now proves to be also the year 
in which the first effects of the reversal will be felt. In that year the Chancellor 


TABLE II 
TAX CHANGES ANNOUNCED IN BUDGET SPEECH 
Changes in Revenue 





Kstimate for Estimate for 
| 1953-54 | a Full Year 
Inland Revenue | f f£ 
Income Tax: | 
Reduction of od. in the standard rate oe . - 4,000,000 - 73,0C0,000 
Reduction of 6d. in each of the reduced rates (to 2s. 6d. 
on the first {100 of taxable income, 5s. on the next 
#150 and 75. on the next £150). —- 53,000,000 | — 61,000,600 
Increase from {£500 to £00 in the income limit for age 
relief [,000,000 | — 2,500,000 
Increase from £50 to f6o in the depe ndent re Jative and 
housekeeper allowances .. - 3,500,000 | 250,000 
: 
Income Tax and Profits Tax: | | 
Restoration of initial allowances at 10 per cent. for | | 
industrial buildings, 20 per cent. for plant and | 
machinery and 40 per cent. for mining works - % Nil | - 84,000,000* 
Income Tax, Profits Tax and Excess Profits Levy: | | 
Removal] of limitation on unilateral double taxation | 
relief vs vA -a va % “ + 2,750,000 , — 3,000,000 
Total Inland Revenue _ 24,250,000 —227,750,000 




















j } 
. a 
Customs and Excise £ f 
Mechanical Lighters | ‘ghig zible Negligible 
Entertainments Duty foo 20,000 | 230,000 
Purchase Tax: | 
Reduction in rates by a quarter, to 75 percent., 50 per | 
cent. and 25 per cent.; larger reductions in tax on | : 
umbrellas and hand-painted fancy goods; abolition of | | 
tax on wireless batteries, keyboard musical instru- | 
. ° 7 “ ’ ° } j = 
ments, taxis and electrically-propelled goods vehicles | — 45,000,000 | 60,000,000 
Total Excise .. re - a a sestnite 000 | — 60,230,000 
= si 
ry a ~ . j i 
rotal Customs and Excise - .. | = 45,220,000 — 60,230,000 
Motor Vehicle Duties ~ iy - co 4 Negligible | Negligible 
Total Changes in Revenue “ i. 2 4 109, 470,000 287,980,000 





Excess Profits Levy: 

No figure for the cost of terminating the Excess Profits Levy as from january I, 1954, 5 
imcluded in the above table. The revenue of the current year will | meer be atfected and the cost 
M 1954-55 will be £5,000,000. At current levels of pri ofits the ultimate cost of repeal in 4 full 
year is € inated at £125,000,000. 

* The cost in 1954-55 5 will be 45 ),000,000. 
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may be collecting with one hand £300 millions or so from the past decisions 
and giving away with the other hand perhaps £55 millions because of the 
reversal of them. In 1955-56 the balance will swing from receipts to payments, 
but the net cost to the revenue will still not be large. In other words, com- 
panies will on balance be paying out substantially larger sums both this year 
and next, and will get only small net relief (on present tax rates and profit 
levels) in 1955-50. 

These calculations, however, merely nod to the pre-war conventions of 
budget accounting; they have no more relevance to the real problem of this 
year’s budget (or, for that matter, next year’s) than the arithmetic in which 
the Chancellor himself indulged. This arithmetic was ostensibly designed to 
justify the extent of the tax reliefs by showing that they still left a somewhat 
bigger surplus than last year’s. But in fact the figures in the above-line 
accounts for the two years are not fairly comparable. The apparent gain of 
{21 millions in the above-line surplus is much less than the additional credit 
that is this year brought in from the counterpart fund, not to mention the 
still larger distortion that results from the smaller amount of capital expendi- 
ture that figures in the above-line expenditures this year. If only the first 
of these distorting factors—the sterling credits froin defence aid—is excluded 
from the reckoning, as it properly should have been, the conventional account- 
ing would this year have shown a small “ above-line’”’ deficit. And the 
“overall ”’ deficit, officially estimated at £440 millions, or slightly larger than 
the realized deficit for 1952-53, would have figured at £580 millions (£59 
millions more than for 1952-53). 


li— [The Economic Argument and the Risks 


In any previous post-war budget, such distortions as these in the accounting 
comparisons would have been rightly seized upon by the critics as presumptive 
evidence of correspondingly serious blemishes in the fundamental structure of 
the budget, because each would have tended to indicate that the budget 
would be likely to be more inflationary, or less disinflationary, in its effects 
than the Chancellor was implying. This year, however, for special reasons 
that we must now examine, the same presumption does not arise. The only 
reproach to the Chancellor on this score is that his attempt to provide a con- 
ventional but rather spurious framework for his proposals, while omitting 
the national-income type of analysis in which the true justification lay, added 
to the general confusion that the change of “ direction’’ was bound to cause. 

There were, no doubt, political reasons for these tactics. The only link 
Mr. Butler provided between his budget accounting and the underlying 
economic argument lay in his statement that last year’s budget shortfall had 
not caused any inflationary trouble because extra-budgetary factors—including 
domestic monetary policy and the cuts in purchases by the overseas sterling 
area—were simultaneously exerting a strong counter-influence. He then ex- 
plained that, despite the smallness of the 1952-53 budget surplus, total savings 
were sufficient to finance “ all the investment undertaken at home, and at the 
same time to allow the substantial improvement in our balance of payments ”’; 
and he added that in 1953-54 ‘‘ again we shall not require savings through the 
Budget of anything like the size of previous years’’. These, however, are 
terms that even fairly knowledgeable people find difficult to understand—as 
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witness the City confusion about the financing of the “ overall ”’ deficit, and 
its discussion of the possibilities of pressure upon gilt-edged. (If the savings 
really ave fully adequate, then the fact that the Chancellor accepts a large 
overall deficit provides no reason at all, of itself alone, for fearing higher 
interest rates.) The public does not readily perceive that the assumption of 
a sufficiency of savings is the same thing as assuming the persistence of 
“slack "’ in the economy—at least sufficient slack, that is to say, to prevent 
a revival of inflationary pressure. 

This “ slack’ represents the difference between what, in the absence of 
the budget stimulus, the nation was likely to produce this year and what it 
could produce at the practicable limits of full capacity. The existence of 
slack is deduced not only from the moderate rise that has occurred in unem- 
ployment but especially from the fact that industrial production fell last year 
despite the presumed increase in productive capacity as a result of the con- 
tinued ploughing back of resources into productive investment. In other 
words, the nation was spending a smaller proportion of its total income than 
was needed to keep the productive machine working at full capacity—given 
the fact that overseas demands upon it had declined. 

The crucial issues the Chancellor had to decide before framing his budget 
were, therefore, (1) the extent of this slack now, (2) how much of it would be 
likely to be absorbed by increases in demand that were already in train, 
(3) how much of any residual slack could safely be taken up by giving a 
deliberate stimulus to domestic demand, and (4) how to apply the stimulus 
so as to get from the additional output the maximum strengthening of 
Britain's competitive power. 

The Chancellor did in fact put the problem in roughly this way, concluding 
that there was need for incentive budgeting to “ give a boost "”’ to production, 
and need to use the lull in export demand to devote more resources to pro- 
ductive investment in order to promote future exports. But he did not 
drive home the argument sufficiently to make the public understand that the 
concept of incentive budgeting now, in conditions of slack demand, is radically 
different from what it would have been in earlier years of full or excessive 
demand. After the long-sustained propaganda for more production, the 
man-in-the-street is naturally prone to regard the Chancellor’s latest plea as 
only a somewhat improved variant of earlier philippics. And this apparently 
minor confusion is in fact the source of all the major misunderstandings about 
this budget—especially about the nature of the risks it involves. 


INCENTIVES TO SPEND 

In this context there are two sharply contrasted types of budget incentives. 
There are incentives to produce more, by harder work, better organization or 
keener initiative; and there are incentives to spend more, and thereby to call 
forth bigger output from productive resources not fully employed. At any 
post-war date before 1952 the only type of incentive budgeting that could 
have been envisaged would have been the first type, since productive resources 
were already fully employed. Any “‘ incentive’”’ tax reliefs given at that 
stage without corresponding cuts in expenditure would indeed have been 4 
gamble upon increased productivity, since they would have flung an additional 
demand upon a productive machine already strained by existing demand; 
the gamble would not necessarily have been a hopeless one, but it could easily 
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have revived the dangers of inflationary seizing-up such as occurred during 
the fuel crisis of 1947. Mr. Butler’s budget employs incentives of both types: 
but its distinctive feature is its inclusion of the second type—simple and 
direct incentives to spend, as well as incentives to greater initiative, effort and 
productive investment. Yet it does not, so the Chancellor and his advisers 
obviously believe, run risks of the old pattern. He is not risking an increase 
in demand in the hope of greater productivity; he is deliberately expanding 
demand because he believes that productive resources would otherwise run 
to waste in under-employment. Indeed, since Britain’s solvency is still 
precariously poised, and her future competitive power in difficult world markets 
far from assured, he may even feel that he is budgeting to avoid the very 
opposite kind of risk—the risk of not mobilizing valuable productive potential 
while the “ lull’ persists. 

So far as can be judged from the slender evidence afforded, Mr. Butler 
seems in fact to have struck a reasonable balance between the two kinds of 
risk. He estimated that the increase in demand that was already in sight— 
from defence outlays, “‘ small ”’ increases in fixed investment and consumption, 
and possibly from export markets and stock-replenishment—would not do 
much more than make good last year’s decline in production. Since that 
decline was equivalent to just under £300 millions (in industrial production), 
the implication is that these expected increases in demand were reckoned as 
equivalent to that sum f/us the expected increase in the volume of imports. 
This postulates a rather larger degree of “ slack ’ than was guessed in THE 
BANKER last month—principally because the indicated increase in imports is 
apparently bigger than at first seemed likely and because it is now officially 
estimated that there was no actual decline in domestic stocks (as distinct 
from the {100 millions fall in British-owned stocks on the high seas). For the 
present, therefore, stock-building may impose less strain than was previous!y 
assumed. 

TAKING UP.“ SLACK 

The whole structure of the budget was erected on this assumption that 
industrial production would expand spontaneously this year by only some 
{300 millions, and that since this would merely restore it to the 1951 level, 
the associated volume of demand, so far from threatening new inflationary 
pressure, would actually involve “ real danger of a lujl, a sort of ebb tide ” 
—because productive capacity has been expanded above the 1951 potential 
by the investment outlays of the past two years. The incentives to spending 
on consumption and investment that are given in the budget are seemingly 
intended to raise demand by a further £150 millions or so. If this added 
demand readily calls forth additional output of the particular kinds demanded, 
no inflationary risks will be run, and no new stress will be put upon domestic 
savings or upon the capital market—provided that the total rise in demand 
has not been seriously under-estimated. So far as can be judged now, this 
is reasonable reckoning. Last summer’s sharp dip in production has been 
ironed out, and the annual rate now is almost back to the average rate of 
1951, 1.e. is well above the 1952 average. Yet both statistical and empirical 
observations suggest that aggregate unused capacity now is substantially 
larger than the extra £150 millions that the Chancellor hopes to mobilize by 
his budget. 

On this purely global reckoning, the margin should be sufficient to avoid 
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the danger of a new pressure on costs. But the global test alone is not con- 
clusive, unless the margin is very large. The risks in this budgeting arise 
chiefly from the possibility that, whilst the slack is concentrated mainly in 
certain sectors of the economy, the revived demand might be focused unduly 
upon sectors where the slack is small, so that structural pressures might arise 
that would pre-empt goods that could be sold abroad, or would raise export 
costs. Or, in worst case of all, the whole plan might be vitiated by the 
development of a bottleneck at some crucial point—for example, by a shortage 
of coal. These, however, do not look unreasonable risks—given the particular 
shape of the budget concessions, the extent of the “ global margin apparently 
in hand, and the Chancellor’s evident intention to apply the monetary brakes 
if trouble threatens. 

This budget for expanding demand 1s, in short, most truly a’ Keynesian ”’ 
one—no less clearly, indeed, than was the intention (though not the eventual 
effect) of the first Crippsian disinflationary budget for curtailing demand. 
Hence it is quite wrong to argue, as some prominent commentators have done, 
that Mr. Butler has abandoned the principles that have shaped (or purported 
to shape) the budgets of recent years—that he has, for example, reduced 
taxes because he has “ discovered’ that high taxation is inflationary. He 
would undoubtedly concede that high expenditure is inflationary; but he has 
reduced taxes precisely because he thinks it wise and safe to reduce the degree 
of disinflation. At this level of argument, the “ new direction ” of the budget 
derives, not from new political beliefs, but solely from the new slackness of 
demand. Had the Socialists had to produce a budget in like circumstances, 
they too would have altered “ direction’, and indeed would have gone a 
good deal farther on the new course than Mr. Butler has done (though their 
specific measures would certainly have been very different, with a_ bias 
towards looser control of expenditure rather than towards tax reduction). 


Ill — The Objectives — and the Brake 


This does not mean, however, that the Government's growing faith in, 
and understanding of, the principles of economic freedom have not played 
their part in producing the change in economic climate that made the new 
direction possible. The biggest single factor, it 1s true, was probably the 
severity of the cuts in the sterling area’s demand for British goods; but the 
British Government's realism at the first sterling area conference last year 
must have contributed much to the decisions that had such (unexpected) 
boomerang effects. And there is no doubt at all that its one forthright and 
novel act at home, the swing to a realistic monetary policy, has been a potent 
force—in delaying the revival of domestic consumption, in limiting fixed 
investment at a time when capital goods were urgently needed for export 
(and needed too, be it admitted, to meet the political pledge on housing), 
and, above all, in enforcing economy in stock-holding habits. Now, given the 
slack that these influences have created, the Government is able to show its 
belief in fiscal incentives and in the need for substantial tax relief—without 
the political embarrassment of having to try to find the money by cutting 
expenditure correspondingly. And in the same propitious circumstances, It 
can proceed with other easy steps on the route to freedom—the de-rationings, 
the decontrol of commodities, and further bites at the subsidies. But it goes 
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very slowly where the steps are difficult, as in housing and rent restriction 
and local authority borrowings (P.W.L.B. loans in 1953-54 are estimated at 
only £12 millions Jess than in 1952-53). The cause of freedom in Britain still 
derives more from monetary policy and from the slackness in world markets 
than from any fierce and driving zeal in the hearts of Tory ministers. 


ARE THE RELIEFS WELL-CHOSEN ? 

It can be argued, too, that the steps have been unduly faltering even 
towards the specific objectives set up in the budget speech, that the particular 
reliefs are not best calculated to capitalize the economic opportunity—as 
distinct from the political one. The declared objectives were to promote 
productive investment, greater effort, and private saving. Yet over one- 
quarter of this year’s sacrifice of revenue is given to consumers, by general 
cuts in purchase tax (except textiles and other goods that secured a similar 
reduction last year). Again, the cuts in direct taxation are not focused upon 
earned incomes, but apply to all incomes above the exemption limits. And 
the reliefs specifically for businesses, which are directed towards stimulating 
investment, are, as has already been shown, less than the new payments that 
now flow from the decisions of 1951 and 1952. 

The ending of E.P.L. is, of course, a vital relief from gross injustice; it 
will remove a grave encouragement to inefficiency and wasteful outlays. 
But the device of restoring initial allowances, though reasonable as a temporary 
expedient for quick stimulus to investment, Is a very poor method of inducing 
the most efficient investment. The right method of stimulus is to tackle the 
problem of replacement costs in assessing company profits and then to ease 
the aggregate tax-rate on those profits, leaving the mechanism of the capital 
market and business prospects to decide who gets new capital and who does 
not. The indiscriminate distribution of interest-free loans, by way of initial 
allowances, merely distorts this mechanism. It is very much to be hoped 
that next year the allowances will disappear in the course of a fundamental 
revision of the business tax structure. 

Although these criticisms are all justified in detail—and although some of 
them remain as blemishes on the budget whatever else may be said—argument 
on economic grounds does provide some mitigation. If incentive in the 
wider sense is to have any meaning, it is obviously impossible to direct the 
whole of any prospective increase in production towards investment, leaving 
nothing additional for the worker, as consumer, whose efforts are to be 
stimulated. And, in the particular circumstances, when the capital goods 
industries are those that have least slack or none at all—and are therefore 
the points of biggest risk of bottlenecks or pressure upon costs—there were 
evident limits to the direct investment stimulus that it was wise to give. It 
is certainly to be hoped that the residual margin of slack in the whole economy 
will be sufficient to permit resources still to flow towards those capital goods 
industries that find themselves fully extended; but there are obvious physical 
limitations to the pace of development in most of them—and the Government 
had evidently ruled out, in any case, the austerely deflationary method of 
accelerating transfers of man-power. If, therefore, the budget had not 
extended its stimulus fairly liberally to consumer demand, its total stimulus 
todemand could not have been very large. 

Moreover, the Chancellor impliedly defends this consumer stimulus on 











¢  f r j 

256 THE BANKER 

more fundamental grounds; he points out that the inequities of purchase tax, 
and especially the effects of its highest rates on some speciality lines of pro- 
duction, were doing great damage. The home consumer may be the first 
beneficiary of these reliefs; but it is certainly arguable that Britain never will 


make the necessary headway in world markets unless demand for its consumer 


goods revives strongly. Therefore, since the resources absorbed by the addi- 
tional home consumption would probably otherwise run to waste in the 
immediate future, it is sensible to give these industries encouragement now— 
in the hope that the whims of world demand will favour them later on. For 
these, it is argued, are the very points at which the budget-stimulated demand 
can be absorbed with the least risk of undue pressure. 


THE MONETARY SAFEGUARD 

There are, then, rational grounds for believing that the Chancellor has 
not taken undue risks. But there are many ways in which these reassuring 
arguments and calculations could go sadly awry. It would be disturbing, 
were it true, if the Chancellor had irrevocably committed himself to a “ refla- 
tionary ’’ policy that could not be modified or reversed before the next budget. 
[t is more than ever heartening, therefore, to find him obviously convinced of 
the virtues and potency of the monetary weapon. And now, in looking 
forward, he emphasizes that ‘“‘ the budget will not be operating alone, but in 
combination with monetary policy ”’. 

This important indication of his attitude was given, moreover, in the 
context of risk—in the inflationary direction. Therefore it is clear that the 
authorities are prepared to apply the monetary brake if inflationary tendencies 
threaten to recur. Indeed, at one point the Chancellor affirmed this explicitly: 
“we shall continue to use the monetary weapon to assist in keeping ’’ stock- 
building ‘‘ within reasonable bounds’’. That is a vital consideration, for 
stocks could be the Achilles heel of the whole budgetary plan. Just as the 
reduction of stock-building last year played a very large part in producing 
the climate of disinflation so, now, any disproportionate increase might set 
the squalls of inflationary shortages moving again. Moreover, although the 
budget is designed to encourage fixed investment, there are, as has been 
shown, probably fairly close lhmits to the expansion that is feasible in the 
short run. It is therefore vital to ensure that the resources are not used 
recklessly or indiscriminately; nothing would be more foolish than to give 
the impression that there is room for lavish investment outlay. The sifting 
mechanism of the capital market needs to be more effective, not less, even 
though it lets more projects through. 

For these reasons, it is important to keep a due tension in monetary policy, 
and studiously to avoid any suggestion that the banks can markedly relax 
the standards of lending observed in the past year or so. On present indica- 
tions this does not mean, however, that still tighter conditions need be 
envisaged. If the basic assumptions of the budget are right, then the 
Chancellor is also right in his statement that “ conditions in 1953 as we now 
see them will require broadly a continuation of the monetary measures 10 
operation now’. If new pressures arise, monetary policy must be promptly 
tightened; but otherwise the requisite policy is likely to be one that wil 
achieve an approximate stabilization of the level of bank deposits—without 
putting pressure on gilt-edged. 























257 


Was Britain Lucky ? 


N the past month Britain has been swamped with statistics about its 
| economic recovery in 1952. That recovery is now one of the most fully 

documented pieces of good fortune in history; since it led to a swing-round 
from a balance of payments deficit of £402 millions in 1951 to a balance of 
payments surplus of £170 millions in 1952, it has also been one of the most 
dramatic. But a bitter political debate is still in progress about the causes 
of that recovery—whether it was the just reward of a wise financial policy 
by the Conservative Government, or merely the outcome—and perhaps the 
very temporary outcome—of plain good luck. 

The object of this article will be to set down the relevant statistics, and 
then—very largely—to let people judge for themselves. At the end it will 
be seen that there is still plenty of room for debate about whether the Con- 
servatives have been mainly wise or mainly lucky. THE BANKER, for its part, 
believes they have been a bit of both. But politicians and others who 
indulge in this controversy would do well to support their arguments with 
the necessary basis of facts, which last month’s trilogy of white papers* 
amply provide—at any rate if they are read with objectivity and caution. 


THAT FALL IN PRODUCTION 

The first point that emerges from any study of the British economy in 
1952 is that although Britain achieved the full improvement in its balance of 
payments at which the Government had aimed, internal economic policy did 
not, in cold fact, release as big a volume of domestic resources as had been 
intended. Table I sets down the figures in their simplest form. Mr. Butler 
had hoped to free some £350 millions of real resources for improvement of the 
external balance in 1952-53 (in terms of 1951-52 prices) ; in fact, in the calendar 
year 1952, he freed only £170 millions of real resources (in terms of 1951 
prices). The bases of comparison are not exact, but the conclusion that there 
was some shortfall of achievement below expectation seems inescapable, 

The constituents of the shortfall are shown in Table J. The first of them 
is familiar. Mr. Butler had hoped that industrial production would rise by 
about 2} per cent. in 1952-53, and that this would be the main factor in 
increasing the real national product by about {250 millions; instead, industrial 
production fell by nearly 3 per cent. in 1952, although a (partly unexplained) 
increase in agricultural and other non-industrial production limited the fall in 
real national product to about 1 per cent., or £100 millions. 

The main reason for this fall was a factor that raised its head shortly before 
last year’s budget, but that obviously had not been fully understood by 
budget day. This factor was the imposition of Australia’s import restrictions. 
these restrictions led to a virtually immediate cut-back of production by 
many manufacturers in the consumer industries, who recognized that to keep 
output at full blast would merely add to their already large stocks of unsold 
and unsaleable finished goods. The fall in production in 1952 was in fact 
Wholly accounted for by a sudden dip in the industrial index that set in just 
alter the announcement from Australia, and that continued through the 
summer and early autumn. The biggest falls in production in the year were 
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* Cmds. 8800, 8803 and 88o8. 
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in textiles and clothing (143 per cent.), paper and printing (15$ per cent.) 
and miscellaneous manufactures (g per cent.); the only clear rises (all of them 
between 2 and 3 per cent.) were in metal manufactures, the public utilities, 
building, and food, drink and tobacco. 

The fall of 3 per cent. in industrial production did not lead to any large 
transfer of resources from less essential to more essential industries. It is 
true that coal mining attracted 22,000 new workers, and that textiles and 
miscellaneous manufactures together lost 119,000 (or 55 per cent.) of their 
workers—compared with a fall of 145,000, or about 0.7 per cent., in Britain’s 
total working force, including a loss of 63,000 women workers. The most 











TABLE | 
THE INTERNAL AIMS AND THE ACHIEVEMENTS 
Government's Actual Outturn 
Original Aims in 1952 
tor 1952-53 ‘£ millions at 
(4 millions at 1951 Prices) 
IQO51-52 Prices) 
Cha ees 272 
Gross Domestic Product .. - i . 250 LOO 
Defence Expenditure : vs w - 200 24 +275 
Central Government Civil E xpenditu Mm... a - 50 os Nil 
Local Authorities’ Current Expenditure. . es Nil - + 50 
Available for Private Sector is 7 3 -100 ‘a -425 
Personal Consumption 7 “ a - Nil es -I10 
Fixed Investment Y l _— - 35 
Domestic Stockpiling and W ork-in-Pro ore J “- —450 
Used by Private Sector... . - - -250 én —595 
Available for strengthening External Balance ~350 Be -+-170 





notable effect of the recession on employment as a whole, however, was that 

per cent. of those employed in manufacturing industry were affected by 
short-time working in May, 1952, compared with less than § per cent. in June, 
1951; by November, 1952, reflation had brought all but 2 per cent. of these 
back to full-time working. Nevertheless, last vear's recession almost cer- 
tainly led to a re-shuffle from less essential to more essential jobs within the 
individual industrial groups, and it may also have an effect on the numbers 
of new workers joining the less essential consumer goods industries this year. 
There is therefore a good case for saying that the British economy may have 
sained as much in long-term flexibility as it lost in short-term production last 
vear—even before taking into account the beneficial impact of disinflation 
on stock-holding habits. 


HIGHER GOVERNMENT EXPENDITURE 
A second field where the Government's planning went awry last year was 
in the rise in its own expenditure—and in that of the local authorities. In 
all, current expenditure on goods and services by the central government 
and the local authorities rose by £492 millions (or no less than 20 per cent.) 
in money terms last year; in terms of constant (1951) prices the increase 
amounted to some £325 millions, which compares with an original estimate of 
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a rise Of only £150 millions (in terms of 1951-52 prices) in the fiscal year 
1952-53- 

The components of this rise, as shown in Table I, are partly estimated; 
they are drawn up on the assumption that the same percentage rises in price 
were experienced in the defence as in the non-defence sector, an assumption 
that accords fairly well with the rather vague commentary on the course of 
public expenditure in the Economic Survey. The table suggests that the real 
rise in defence expenditure in 1952 was about £75 millions more than the 
rise that the Government had expected for 1952-53; much of this discrepancy, 
however, must have been due to the difference in dates, for the Exchequer 
returns for 1952-53 showed defence expenditure only £27 millions above 
original estimate. But the table suggests that current civil expenditure by 
the central government was about £50 millions higher (in real terms) than 
Mr. Butler had expected, and that local authorities overran their estimates 
by a similar amount. 

The net result, as Table I shows, was that the private sector of the 
economy had 4425 millions less real resources available to it in 1952 than 
in 1951, Whereas the Government had originally estimated that the resources 
available to the private sector would rise by £100 millions. But it is here 
that the story can turn to the favourable factors in the situation. For, as 
Tabie I shows, the private sector of the economy cut its demands on those 
resources by some £595 millions in 1952, or by £345 millions more than the 
Government had expected.* 


RE-DISTRIBUTION AGAINST THE RICH 


A central feature of this shortfall in private expenditure was that personal 
consumption fell by £110 millions last year, whereas the Government had 
expected it to remain approximately stable. As far as can be seen, Mr. 
Butler's original estimates of the balance between disposable incomes and 
available supplies of consumption goods came out approximately right, though 
tor a number of conflicting reasons; but personal saving rose by more than he 
had forecast. 

When the Chancellor presented his 1952 budget he estimated that both 
personal incomes and the prices of consumer goods available would rise by 
some {400 millions in 1952-53. This, however, was before he made his tax 
and subsidy changes. In the event, the subsidy changes cost consumers 
about {55 millions in 1952; but the Chancellor probably recognized from the 
irst that they would add to retail prices by more than their direct cost— 
because they were bound to set off a new twist in the wage-price spiral. The 
eventual rise in prices of about 6} per cent. (or £639 millions on a constant 
supply of consumer goods) was therefore probably not far out from his guess. 

Against this rise of £639 millions in the price of a constant volume of 
consumer goods, gross personal incomes rose by £605 millions; but as total 
tax payments and provisions fell by £84 millions, consumers had {£689 
millions more money available. Nevertheless, they spent only £529 millions 
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more than in 1951; in consequence, their balances left over (which is as good 








* Although some of the fixed investment and stockpiling expenditure shown in Table I was 
on Government (not private) account, this generalization is reasonably accurate. Total Govern- 
ment expenditure on fixed investment and stockpiling—to judge from the national income 
igures—must have been fairly stable in real terms in 1952 (at most it fell by £50 millions). 
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an approximation as can be found for “ personal savings ’’) rose by #160 
millions to £341 millions—or from about 33d. to 64d. out of every £ of personal 
income. The consequence, as Table I shows, was that real personal con- 
sumption fell by £110 millions during the year. 

There is, however, a. significant point about this reduction in consumption 
that most commentators seem to have missed. Despite all the nonsense that 
was talked about the “ class favouritism ’”’ in Mr. Butler’s budget of 1952, 


and despite its recurrence after the budget of 1953, it was in fact the richer 


sections of the community that suffered a fall in their real incomes last year. 
Against the rise of 63 per cent. in the general level of consumer prices in 1952, 
wages and salaries rose by just over 7 per cent., farmers’ incomes rose by just 
over 8 per cent. and social security payments rose by 123 per cent.; it is 
reasonable to suppose that recipients of all three of these classes of income 
enjoyed some rise in their standard of living. Against this, the money incomes 
of professional people stood still, those of small business men (as reported to 
the Inland Revenue) fell by 7} per cent., and those arising from rent, dividend 
or interest payments fell by 4} per cent.; even if people in these three classes 
gained more than others from the tax reliefs, their real incomes quite plainly 
fell. Moreover, it was they who suffered most from the fall in stock market 
prices and the increased cost of overdrafts, factors that the Economic Survey 
recognizes helped to cause the fall in personal consumption last year. 


INVESTMENT AND STOCKS 

There remains the most important change of all—the reduction, shown in 
Table I, of £485 millions in real capital formation in 1952. The reduction of 
£35 millions in fixed investment seems to have been the resultant of a rise of 
about £85 millions in fixed investment by public authorities and a fall of 
about {120 millions in that by the private sector of the economy. This 1s 
not what was needed for the long-term health of the British economy; but it 
seems tc have been just about what the Government was originally aiming at. 

The fall in domestic stockpiling, however, was definitely greater than 
expected. It is a fall that requires very careful analysis. In 1951 Britain's 
domestic stocks and work-in-progress had risen by £450 millions in real terms; 
in 1952, they stood still. The fact that work-in-progress did no more than 
stand still is not surprising. At the end of 1952 the index of industrial pro- 
duction was at about the same level as at the end of 1951. 

Among the other components, stocks of imported commodities, which had 
risen very swiftly during 1951, went on rising—but much more slowly— 
during 1952; while stocks of finished goods, particularly in the hands of 
distributors, suffered a sharp fall. For example, stocks held by large retailers 
are believed to have fallen by Io per cent. in the year, and—as an extreme 
case—the stocks of wholesale textile houses fell by as much as 43 per cent. 
This fall in unsold stocks of finished products was a sign that manufacturers 
and distributors were no longer willing to go on producing and _ ordering 
indiscriminately, on the assumption that in conditions of inflation anything 
and everything could eventually be sold. To some extent, therefore, the 
turn-round in stocks last year was merely a sign of renewed flexibility in the 
British economy; it was also, of course, yet another tribute to the efficacy of 


orthodox monetary policy. 
All this does not mean, however, that the stocks position can now be 
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regarded with blithe unconcern. For one thing, if production increases this 
vear—and last month’s budget is going to look pretty silly if it does not— 
then work-in-progress must increase as well; it seems probable, too, that any 
such increase in production would need to be supported by a rather higher 
level of imported stocks. Secondly, there are some domestic raw materials in 
which the stock position still looks ominous; the biggest question-mark of all, 
and one of which Britain may hear much more this year, is hanging over coal. 
Thirdly, distributors’ stocks now seem to be down to a sensible level, and 
probably cannot be cut very much further without causing some dislocation 
to trade. Probably the fairest conclusion is that although last year’s out- 
turn on stocks does not necessarily carry the seeds of future crisis (except, 
just conceivably, in coal), yet it also represented a current relief to the 
economy that certainly cannot be repeated—in the sense of carrying the 
external surplus another £450 millions forward (to some £620 millions)—in 1953. 


THE EXTERNAL SURPLUS 

The story told in Table I must now be carried a stage further. It will be 
seen from the bottom line of that table that—as a result of the economies in 
consumption and capital formation and despite the fall in production and the 
rise In Government expenditure—some {£170 millions of real resources were 
released for strengthening the balance of payments in 1952. This was {180 
millions less than the release that Mr. Butler had hoped for in 1952-53, and 
vet Britain achieved a £572 millions improvement in its external balance 
(from a deficit of £402 millions in 1951 to a surplus of £170 millions in 1952). 
How can these figures—a release of £170 millions of real domestic resources 





TABLE II 
THE EXTERNAL AIMS AND ACHIEVEMENTS 
(£ millions) 











Government’s Actual 

Original Hopes Outturn 

for 1952-53 in 1952 
Volume of Exports ice i $2 - in xe -+- 50 “a — 60 
Volume of Imports ws “a wa ea ~ a —300 ‘3 —2 30 
Improvement from Release of Domestic Resources. . “4 350 sa +170 
Invisibles . . _+ 50 ; — 8&5 
Terms of Trade ad - ve Ks in + 150-200 .. - 330 
Reduction in Stocks on High Seas = 4 ne = Nil i +- 100 
Other Factors... . ei ea eA wi Nil ate + 57 
Total Improvement .. ‘n - 54 “4 .. 550-600... 572 


lor strengthening the balance and an improvement of {£572 millions in the 
balance itself—be reconciled ? 

Table II provides the answer in summary form. It will be seen that 
Mr. Butler had hoped that the release of £350 millions of real resources at 
which he had aimed for 1952-53 would allow {50 millions more to be devoted 
to exports while reducing import volume by £300 millions; in fact, in 1952 
the volume of exports fell by £60 millions and the volume of imports fell by 
{230 millions (although this is not to say that, as between the financial years, 
the postulated cut of £300 millions will not be achieved). Another factor that 
definitely has gone wrong, moreover, has been the invisible balance. This 
deteriorated by £85 millions in 1952, whereas Mr. Butler had apparently 
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hoped that it would improve by some £50 millions in 1952-53; one reason for 
this deterioration was the increase in Britain’s military commitments overseas, 
while another (which, however, has its offset in an improvement in the terms 
of trade) was the drop in British earnings from overseas investments, especially 
in raw material producing enterp1ises. 

All these disappointments, however, were offset by the £487 millions of 
relief secured from the factors shown as the last three items in Table II. The 
first, and the biggest, of these was the improvement in the terms of trade. 
The Economic Survey estimated this improvement at some £330 millions in 
1952, or about twice as much as Mr. Butler had expected for 1952-53. The 
figure of £330 millions is a little surprising. The monthly trade returns had 
suggested that import prices fell by about 2 per cent., while export prices rose 
by 5 per cent. last year; on the trade figures shown in the balance of payments 
white paper these price changes would have spelled out an improvement in 
the terms of trade of only about £200 millions. But evidently this is another 
case of the figures in the monthly trade accounts concealing more than they 
reveal. 

The other two sources of last year’s 1mprovement—apart from the release 
of domestic resources and the gain from the terms of trade—were a reduction 
of approximately £100 millions in British-owned stocks on the high seas; and 
a gain of approximately £57 millions from “ other factors ’’, including an 
increase in exports that do not appear in the trade returns and that often 
do not pre-empt current resources (such as sales of second-hand _ ships). 
British stocks on the high seas consist of British imports paid for but not yet 
arrived and British exports shipped but not yet paid for; the reduction in 
these stocks last year was partly a natural consequence of the all-round 
decline in trade volume, but it must also have been notably helped by quicker 
payments for sterling exports as a result of monetary discipline here and of 
increased confidence in sterling abroad. Incidentally, the change in these 
last two items in Table II also goes far to explain why the monthly trade 
returns proved so misleading a guide to the course of Britain’s recovery last 
year. In 1951, when the c.i.f. value of imports as recorded in the trade 
returns was £3,904 millions, actual payments for imports amounted to £3,496 
millions (or 10} per cent. less); in 1952, when the trade returns showed the 
c.i.f. value of imports as £3,481 millions, actual payments for imports were 
only £2,927 millions (or 16 per cent. less). Similarly, actual receipts for 
exports In 1951, at £2,748 millions, were {£41 millions (or 12 per cent.) more 
than export shipments shown in the trade returns; in 1952 export receipts, at 
£2,836 millions, were £143 millions (or 5} per cent.) more than the figures in 
the trade returns. 

THE STERLING AREA'S RECOVERY 

To some extent, therefore, the judgment on these special factors shown in 
Table II must be the same as that on the stockpiling changes shown in 
Table I. The fact that last year’s recovery was so notably aided by these 
special factors does not mean that the seeds of another crisis have been sown; 
but it is fair to conclude that these factors cannot be expected to carry the 
recovery further in 1953. The terms of trade can hardly continue to improve 
at last year’s rate—unless, indeed, commodity prices are going to nosedive into 
a world slump (which would very soon cause havoc in the dollar accounts of 
the overseas sterling area); and the fruits of the recovery in confidence In 
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sterling, having once been garnered, cannot be plucked again—though they 
have got to be maintained. 

It would be unfair, however, to leave the story of last year’s recovery in 
the external balance there. Two other very cheering lessons about it can be 
drawn from Table III. The first is that no less than £520 millions of the 
total recovery of £572 millions in the United Kingdom’s external balance last 
year occurred in trade and invisibles with the non-sterling area; it is unfor- 
tunate that the overseas sterling area’s own current deficit widened simul- 
taneously, from £133 millions in 1951 to £214 millions in 1952, but this is 
merely another reminder of how many of sterling’s post-war burdens have 
been laid on it by the Dominions. 

The second, and more important, of the lessons to be drawn from Table IT] 
is that it shows the remarkably happy position into which the whole sterling 
area had fought its way by the second half of 1952. In that half-year the 

TABLE III 


STERLING AREA’S RECOVERY 
(4 millions) 


Ly5e 

1951 Jan.-June — Julv-Dee. Year 

Cirrvens Haare: 
U.K. with Overseas Sterling Area a + 207 +-234 - O05 - 349 
U.K. with Non-Sterling Area... is 699 223 - 44 —179 
Total U.K. is és va ty -402 - 61 - 169 ‘- 170 
Total Overseas Sterling Area... 4 133 284 +- 70 —214 
Total Sterling Area Balance - 535 | 223 179 ~ 44 

Financed by 

Defence Aid and E.R.P. .. a - tr 55 - 5S - 63 I27 
Change in Debt to E.P.U. .. es + 240 - ©] 53 
Change in Foreigners’ Sterling Balances + 33 171 [rs 280 
U.K. Overseas Investment* a . 143 - 43 50 16 
Change in Gold Reserves ‘a ae 344 | 232 - 57 175 


* Investment by United Kingdom shown with minus sign. 


United Kingdom's overall surplus of {109 millions was made up of a surplus 
of {65 millions with the overseas sterling area and a surplus of £44 millions 
with non-sterling countries—the only non-sterling surplus that the United 
Kingdom has achieved since the war, apart from that in the wholly exceptional 
second hali of 1950. Moreover, the table shows that the overseas sterling 
area had also fought its way back to an overall surplus of £70 millions by the 
second half of 1952; together with receipts of £63 millions of defence aid, this 
would normally have allowed some £232 millions to be directed to strengthening 
elther the central gold reserves or Britain’s non-sterling investments. 

The fact that the gold reserves increased by only £57 millions in the half- 
year and Britain’s non-sterling investments by only £59 millions was due to 
the huge sums that had to be devoted to repayment of short-term sterling 
debts : Japan, Egypt, and other non-sterling countries ran down their sterling 
balances by {118 millions in the half-year (following drafts of no less than 
{171 millions in the previous six months), and £8 millions of short-term debt had 
to be repaid to the European Payments Union. But with the sterling balances 
of non-sterling countries down to a new low point of £754 millions and with 
the sterling area’s debt to E.P.U. dwindling every month, it can confidently 
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be assumed that any further surpluses earned by the sterling area as a whole 
will go much more directly towards strengthening the long-term position than 
they did last year. 

Progress towards one of the other objectives laid down at last year’s 
Commonwealth conference—that of devoting large sums to United Kingdom 
investment in sound ventures in the overseas sterling area—did not, however, 
proceed so smoothiy last year. In 1951 there had been some £182 millions 
of long-term investment by the United Kingdom in the overseas sterling 
area; despite their net deficit of £133 millions (excluding £8 millions of E.R.P. 
receipts by Eire), the overseas sterling countries had therefore been able to 
run up their sterling balances by £57 millions. In 1952, however, these 
countries received only {93 millions of long-term investible funds from the 
United Kingdom; they financed the rest of their net deficit of £214 millions 
by drawing down their sterling balances by {121 millions. But here again 
these balances, at £2,668 millions, are now down to a more reasonable level. 

All in all, therefore, the sterling area’s external balance in the second half 
of 1952—admittedly a balance aided by non-recurring factors and snatched 
only at the cost of stringent import controls—represents by far the most 
cheerful pattern that has been achieved since the war. If progress is to be 
made towards sterling convertibility, then the Commonwealth must hold fast 
to this unaccustomed high ground. It is partly through good luck that Mr, 
3utler has marched his men to the top of this hill; the need is all the greater, 
therefore, for good generalship to ensure that they do not tumble down again. 





OXFORD BOOKS 
THE PROCESS OF ECONOMIC GROWTH 


By W. W. Rostow 25s. net 


This book presents and illustrates a general framework for the analysis of the growth 
and fluctuations of economies. Since growth is partially dependent on the political, 
social, and cultural framework of societies, an effort is made to link such non- 
economic variables to the structure of modern economics. Keynesian income analysis 
emerges as an essential part of the mechanics of the system, but not as its central 


feature. 


PROGRESSIVE TAXATION 


A STUDY IN THE DEVELOPMENT OF THE PROGRESSIVE PRINCIPLE 
IN THE BRITISH INCOME TAX 

By F. SHEHAB 27s. 6d. net 
First introduced in 1799 by Pitt, income tax has in the course of little more than a 
century completely changed the face of English society; this book resurveys the 
course of this silent revolution, shows how at each step in the path of reform the 
prophets of woe descried mighty problems, economic, administrative and social, 
and tells how some were illusory, some overcome, and some remain. 

Starting from seventeenth-century writers, the author carries the story down to 1920, 
when the income tax finally acquired its present form. 
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Clouds over the “Plan” 


N the last three months the British Government, having failed to convert 
[either Europe or the United States to eager advocacy of early currency 

convertibility, has itself retreated slowly and sadly from some of the 
aspects of the “ Plan” that was tabled at the Commonwealth Conference 
last December. The story of that enforced retreat has been told, and com- 
mented upon, in recent issues of THE BANKER.* This article will seek merely 
to carry the story further, to embrace the developments of the past six weeks. 
[ts object will be to give a running commentary rather than a new flow of 
comment; THE BANKER has already made its own opinion clear. 

The story can best be taken up at the point where last month’s issue left 
ofi—namely, at the end of March when Mr. Eden and Mr. Butler set off for 
Paris for the meeting of the Council of the Organization for European Economic 
Co-operation, to report on their earlier visit to Washington. At this meeting 
the British Ministers made it clear to an extremely interested, and in the 
outcome reassured, audience that they had abandoned whatever prior thoughts 
they may have entertained about a unilateral advance of sterling towards 
convertibility. The reasons for their change of view may not have been 
given in so many words, but it needed no breach of confidence by the British 
delegates, or any great powers of imagination among their listeners, to discover 
that W ashington had thrown a douche of c vater on British ardour for 
convertibility. The bisenhower douche of cya not only declared that it 
could not bring swift and positive aid to a British advance towards converti- 
bility; it had also, in effect, asked Britain whether it could afford, by moving 
towards convertibility, to risk the break-up of the large soft currency area 
built up around the nucleus of the European Payments Union—strange 
sentiments to emerge from Washington, but music to the ears of Paris. 

This enforced change of front by the British Ministers gained in impressive- 
ness from the fact that it found expression not only in words, but in deeds— 
namely, in some £40 millions of British concessions to Europe on import 
restrictions and on increased travel allowances. The surprise and relief 
evident in Paris were all the greaftr because these words and actions ran 
contrary to the line persistently taken by the British representatives on the 
managing board of the European Payments Union, in earlier discussions about 
the extension of E.P.U. beyond June 30. 


THE E.P.U. REPORT 


It is now possible to give a fuller report of those earlier—and disturbing — 
discussions with the E.P.U. authorities. In its report to the Council of 
0.E.E.C. the managing board of E.P.U. announced that it had been informed 
of the intention of the United Kingdom to communicate certain proposals 
regarding both trade and payments that might have a considerable bearing 
on the future of the Union. Without waiting for these proposals, a majority 
of the managing board had, however, already committed itself to the view 
that any system of convertibility should be accompanied by the removal, or 
at least the substantial reduction, of quantitative restrictions on visible and 





* See particularly pages 177 and 178 of last month’s issue and the article on ‘‘ Europe against 
Convertibility ’” in the March issue. 
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invisible trade within Europe. The board also implied that if the currencies 
of member countries were to be made convertible into dollars, such con- 
vertibility would have to be accompanied by the easing of quantitative 
restrictions on imports from the dollar area. 

[It was on this point that British objections became loud and clear. In 
the view of the British member of the board, undue emphasis was being given 
to the association of convertibility of currencies with removal of discrimination 
against dollar imports. He argued that progress towards making currencies 
convertible into dollars might be far more practicable than real progress 
towards removing quantitative restrictions against imports from the dollar 
area. This British attitude raised to a very high level of priority the demand 
for a purely technical measure of convertibility, divorced—in the first instance 
at least—from any concurrent liberalization of import policy. The battle 
was now joined. 

Inevitably, and more realistically, 1t soon moved on from this rather vague 
wrangling about the level of dollar imports to the much more practical matter 
of how far sterling convertibility would threaten the existence of E.P.U. itself 
and the ideal of intra-European trade liberalization for which it stood. The 
European view was that E.P.U. provided the basis for every effort made so 
far in the direction of economic integration of Europe, including the formation 
of the European Coal and Steel Community; the prime aim of economic 
policy must be to preserve its fabric and ideals intact. To this the British 
member on the managing board replied that the Union had undoubtedly done 
much valuable work in the past in maintaining trade and payments at a high 
level, and that it probably had still more to do in the future; but he declared 
—in the rolling platitudes that hid the Commonwealth's “ plan ”’ at this 
time—that it should already be possible to explore a wider approach that, by 
progressive stages and within a reasonable time, might create a multilateral 
trade and payments system covering the widest possible area. 

This was the situation when the British Ministers went to Washington in 
early March—and found there not only utter unwillingness to commit the 


‘American Administration to the kind of foreign economic policy that an early 


advance to convertibility required, but an opinion strongly averse from any 
undermining of the economic cohesion achieved in Europe through E.P.U. 
In other words, Britain was politely told to turn round and think again. It 
was this turn-round that Mr. Butler officially notified to the Council of 
O.E.E.C. at the end of March. 


THe O.E.E.C. TAKES OVER 

The result of all this manoeuvring is that the convertibility programme 
has now in effect been taken out of the hands of Britain and the Common- 
wealth and put into those of Western Europe as a whole. That fact was 
symbolized last month by the visit to Washington of a strong O.E.E.C. dele- 
gation which has been discussing the same kind of scheme as that presented 
by the British team in March, but in a wider setting and therefore presumably 
at a slower pace. As far as can be gauged from reports received from Wash- 
ington, this O.E.E.C. mission asked the Americans to do much the same things 
as the British Ministers had asked them to do in March. 

It received the same discouraging answer. The communique issued 1 
Washington after its visit indicated that the O.E.E.C. mission had asked for 
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specific American concessions in the fields of commercial policy, foreign invest- 
ment and more stable American purchases of raw materials. The Americans 
replied that Europe should seek to increase its exports to “ third countries ”’ 
(i.e. countries other than the United States) and continue to maintain stable 
internal monetary policies. But they added that their own long-term foreign 
economic policy was being studied by the committee recently set up under 
the leadership of Mr. Lewis Douglas; and that they were not willing to make 
any major new moves until they had studied that committee’s report—which 
means for a year at least. Since then, further doubts have been cast over 
the Americans’ attitude to freer trade by the Secretary of Defence’s unwilling- 
ness to accept a British tender for generators and power plant for the Chief 
Joseph Dam—even though that tender would save the American taxpayer 
some $14 millions in price and import duties combined. 

The prospect for any early and real advance to convertibility therefore 
seems to be bleak. The O.E.E.C. has, of course, some strings to its lute. It 
may well be pointing out that if the United States refuses to budge for a whole 
vear in freeing its import policy, it can hardly complain if the nations 
of Western Europe look with more interest than before at the possibilities of 
reviving trade with the Soviet bloc. Moreover, if the easing of political 
tension and the possibility of reducing rearmament expenditure continue the 
disinflationary work they have already done in the last few weeks, it will 
behove the world of capitalism to meet the situation by something more than 
domestic counter-action—namely, by giving effect to something like the 
Commonwealth (now the O.E.E.C.) plan, with its twin objectives of freeing 
and expanding international trade and payments. To put the issue bluntly: 
the Americans seem likely to become interested in Europe’s “ plan” only if 
it somehow gets caught up with President Eisenhower's vague scheme for the 
formation of a ‘ world development fund ”’ following any possible easing of 
international tension, or if they become really frightened about the danger of 
an internal recession. 





THE Roe or E.P.U. 

Meanwhile, the countries of Western Europe can play their part in the 
more technical aspects of preparing the European Payments Union for any 
eventual forward march. This is a problem that has already been considered 
by the managing board of E.P.U., which has given careful study to the question 
ot effecting the transition of the Union into a wider scheme of transferability 
ofcurrencies. The obvious first step would be to make E.P.U. “ harder ’’—by 
increasing the ratio of gold payments in the financing of intra-European trade. 
This obvious first step did not, however, accord with the wishes of certain 
debtor countries in the Union, who had come to the annual meeting with 
proposals for making E.P.U. softer—proposals that they had thought up 
before all this inconvenient talk about convertibility became so rampant. For 
the time being, the managing board has reconciled the views of the two opposing 
schools by deciding to leave matters very much as they are. In 1953-54 mem- 
bers’ quotas will remain unchanged, though some adjustments may be made 
lor certain countries whose experience shows that they have suffered under- 
allotment inthe distribution of quotas. 

But the majority opinion of the managing board is now definitely in favour 
ofan eventual increase in the percentage of gold payments within the quotas. 
The board suggested in its report to the Council of O.E.E.C. that the overall 
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percentage of gold to credit might be raised to 50 per cent., compared with the 
present figure of 40 per cent.; it declared that this could be justified by the 
improvement in the state of the gold or currency reserves held by most member 
countries. Such action would certainly be an effective means of paving the 
wav for progress towards convertibility ; it would impose stricter discipline 
on debtor countries, reduce the amount of credit that creditor countries have 
to grant to the Union, and thus weaken some of the inflationary forces that still 
tend to make the E.P.U. an essentially soft currency bloc. In preparing for 
convertibility, the managing board has also e xamined the problems that might 
be created by the adoption of a system of fluctuating rates of exchange by 
one or more members of the Union; it has found that these problems are not 
insurmountable. 

Another purely technical aspect of the problem of convertibility to which 
Europe should give some attention while the United States is making up 
its mind, is the complex question of the relations between the European 
Payments Union and the International Monetary Fund. The managing board 
of E.P.U. has already pointed out that the Fund might be of considerable 
assistance in the following cases: 

(1) It might help a creditor member country—in particular an extreme 
creditor in the Union, whose general balance of payments is at or 
near equilibrium—to cover its temporary deficits outside the Union 
more easily than is at present possible. 

(2) It might help a member country to maintain or increase its liberaliza- 
tion of dollar imports by enabling it to cover a temporary resultant 
dollar deficit. 

(3) It might help a member country to meet obligations to pay gold to 
the Union in settlement of its accounting de ficits. 

(4) It might place credits at the disposal of members who wish to amortize 
overdrafts in the Union that have persisted over an unduly prolonged 
period. 

(5) It might open credits either alone or jointly with the Union for the 
purpose of stabilizing a member currency and underpinning it during 
any move to convertibility. 

[n any approach to the International Monetary Fund the European Payments 

Union has virtually been promised that there will be, as Mr. Vyshinsky would 

say, “two-way tunnelling’. Mr. Ivar Rooth, the chairman and managing 

director of the I. M. F., in presen nting the report | of the Fund to the Economic 
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and Social Council of the United Nations last month, stressed that his staft 
had for some time been engaged in working out procedures designed to facilitate 
a more extensive use of the Fund’s resources by its members as a secondary 
line of reserves. The initiative taken last June to grant Belgium stand-by credits 
has since then been generalized, so that a member of the Fund that expects 
to run into temporary balance of payments difficulties may have an account 
established in its favour on a stand-by basis—and can draw on that account 
in case of need. Mr. Rooth emphasized that despite all that has been said 
about a possible revision of the Fund’s Articles of Agreement, “ there is 
probably little that it would be sensible for the Fund to do that its present 
constitution prevents it from doing’”’. There should, therefore, be a fruitful 
field for collaboration between E.P.U. and I.M.F. in preparation for the day 
when E.P.U. might be merged into a wider system of multilateral trade and 
payments. 





Is CONVERTIBILITY POSSIBLE ? 

As the position stands at the moment, therefore, it seems that Europe is 
now in the saddle for the slow ride towards convertibility; but that that ride 
is unlikely to make much progress until and unless the United States liberalizes 
its trade and lending policy, and until E.P.U. and the I.M.F. work out a joint 
system for underpinning the advance (a system that in turn would require 
American help). The blunt question must now be faced: Do the economists 
at O.k.E.C., at the bottom of their hearts, believe that convertibility of their 
various currencies would be possible or desirable, given moderate help from 
America ? Or do they merely think that convertibility is something that it is 
fashionable to talk about, but undesirable or impossible to achieve ? 

The answer seems to be that many of the most influential people in O.E.E.€. 
are in earnest. The basis on which many of them rest their hopes is shown in 
theaccompanying.table. The figures in that table are remarkable. They show 
that in 1951 and 1952 Western Europe’s deficit with the United States was 
more than covered by U.S. civilian and military aid, with the result that after 
allowing for such aid there was in fact a surplus of $807 millions in 1951 and 
of $1,393 millions in 1952. Last year the surplus w7s-d-v/s the United States 
was further increased by a net outflow of American capital of $104 millions, 
in contrast with a net withdrawal of $87 millions of American capital in 1951. 
Taken together, these factors should have enabled the Q.E.E.C. countries and 
their associated territories to add to their gold and dollar reserves by $2,217 
millions in these two years. 

Why then did these countries add only $1,066 millions to their recorded 
holdings of dollar capital (mostly short-term dollar balances) and yet have 
to sell $597 millions of gold to the United States in this period ?) The answer, 
the O.E.E.C. authorities point out, is to be found in the residual item of 
81,748 millions ($803 millions in 1951 and $945 millions in 1952), which takes 
account of errors and omissions but also includes a strong element of unrecorded 
capital movements from Western Europe to the United States. A partial, but 
quite important, explanation of these unrecorded movements is the hoarding 
a U.S. dollar bills that takes place on the continent of Europe and that is 
constantly being fed by the considerable travel expenditure of American 
tourists in the countries in question. The O.E.E.C. experts’ interest in con- 
vertibility derives partly from the belief that unofficial capital movements 
of this kind might be reversed if the move to convertibility involved a corre- 
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sponding strengthening of confidence in the European currencies in question, 
and also if those currencies were to be made convertible on the basis of floating 
exchange rates. 

For this reason, the apparent transfer of responsibility for the “ plan” 
from the Commonwealth to O.E.E.C. does not necessarily indicate a transfer 
from people who believe in convertibility to those who do not. But there is, 
of course, an additional element in that transfer that needs to be borne in 
mind. If the move towards convertibility by Europe is now to be a joint 
operation, the pace of the whole will tend to be determined by that of the 
slowest. Some countries in the group are as well—or even better—prepared, 
economically and psychologically, for plunging into convertibility than the 
sterling area is. They include Switzerland, Belgium, Luxembourg, Western 
Germany, the Netherlands, Portugal, Italy and Scandinavia. In effect, this 
leaves only France, which is, of course, drooping sadly at the very bottom of 
the list. But even in that country, the picture is one in which there are many 
hidden virtues and assets; they include the vast hoards of gold hidden under 


‘ 


U.S. BALANCE OF PAYMENTS WITH WESTERN EUROPE AND 
ASSOCIATED TERRITORIES 
(S$ millions) 





1951 1952 
exports ol Af ods and services aie sp — ro 7521 ett 
[mports ,, - - - - i a <a - 4,828 5,345 
Balance , 2,693 + 2,430 
Civilian and Military Aid... in és i - ea 3,500 3,823 
Net sum available for foreign investment .. - $e és 807 — 1,303 
Net movement of U.S. capital inflow (+), outflow (-}) .. je 87 - 04 
Net movement of foreign capital inflow (+), outflow (-—) ro 200 >  §866 
Gold sales (+-) or purchases (—) a és 7 és 283 - 314 
Difference due to unrecorded transfers of funds, errors and omissions S03 045 





ground, the fact that holdings of foreign investments are far greater than the 
published figures indicate, and other elements of strength that might manifest 
themselves if only the fundamentals of France’s politico-economic problem 
could be boldly tackled. The unofficial movements of West European capital 
to the United States, to which the table in this article has drawn attention, are 
probably mainly of French origin. France might therefore gain more from a 
dash for convertibility than any other country. But even if it fails to recognize 
this, and does not mobilize its potential strength and capacity for recovery, 
there is no reason why its financial ineptitude should arrest the progress of 
other members of E.P.U. towards convertibility in the long run. 

That, at any rate, seems to be the current trend of thought in continental 
Europe. All this does not mean that progress towards convertibility will be 
swift; the prospects for any real advance in the year ahead are now definitely 
less promising than they were only two months ago. But, in the last analysis 
the ball remains where it was then: in the lap of the foreign—and perhaps 
even the internal—economic policy of the United States. It is from Washington 
that the recent clouds over convertibility have gathered; and it is from there 
that they must be dispersed—if dispersed they are to be. 
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Report on Nationalization 


Il — Commercial Touch Lacking 
By Oscar R. Hobson 


HE first article of this series, which appeared in THE BANKER last 
Sonn dealt chiefly with the financial results of the nationalized boards. 

its broad conclusion was that, after every allowance has been made for 
the special difficulties that attend public utility undertakings in periods of 
rising prices, these results cannot be regarded as satisfactory. Particularly in 
respect of its failure to make adequate provision for replacement of assets at 
the high prices now prevailing does the financial conduct of the boards appear 
vulnerable. This matter will again arise in the present article in connection 
with a discussion of the selling policy of the boards. But, in the main, I shall 
concern myself this month with the structure and functional and technical 
eficiency of the nationalized undertakings. 

When the “ back-room boys” of the Labour Party developed their 
nationalization policy they were animated by a variety of not always easily 
reconcilable ideas. Some industries were to be nationalized because they 
were “key ” or strategic industries or because they were monopolies, which 
it would be dangerous to leave in private hands, others because they were 
“inefficient ". But on the organization of the industries once they were 
taken over these planners had—at first—very few doubts. They took over 
wholesale the principles which—as they thought—governed successful private 
large-scale enterprise. The nationalized industries were to be established as 
highly centralized monopolies. There was no thought in their minds that 
public monopolies might suffer from the same defects as private monopolies, 
still less that they might in some respects prove even more dangerous than 
private monopolies. 

Public monopolies in the eyes of the Labour politicians could do no wrong; 
there was not the slightest need to expose them even to the kindly scrutiny 
of the Monopolies and Restrictive Practices Commission. 

The deification of the public monopoly reached its climax in the legislation 
enacting the first two major nationalizations—i.e. coal and transport. All 
power of control over these two gigantic and complex industries was centred 
in the administrative boards in London. So much importance, indeed, was 
attached to the principle of the complete domination of the “ districts’ by 
the “centre”’ that the device of ‘“ functional’’ control from London was 
adopted. Members of the National Coal Board—the full-time members— 
were responsible for a “ function ’”’ (production, labour, for example) and 
members of the divisional boards similarly took individual responsibility for a 
lunction, reporting to and taking instructions from the corresponding func- 
tonal members of the N.C.B. A similar system was applied in the Railway 
Executive, where the chain of authority in each “ function ” (say “ operation ”’ 
or “ engineering ’’) led from the functional member of the Executive to the 
corresponding functional officer in the Region. The officer in charge of 
Operations in a Railway Region was tesponsible both to his Chief Regional 
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Officer (who was responsible to the Railway Executive in its corporate aspect) 
and to the “ operational ’’ member of the Executive. This dyarchy proved 
unworkable. It involved impossible conflicts of authority and loyalty. It 
weakened the corporate responsibility of the boards. It was not repeated in 
the later nationalizations, electricity and gas; it has been abandoned by the 
Coal Board and largely modified in the administrative set-up of the railways. 

So far as transport is concerned, however, the centralistic idea did not end 
with administrative functionalism. The originators of the Transport Act, 
1947, were not satisfied with nationalizing various forms of transport— 
railways, inland waterways, docks and road haulage. They wished to 
‘integrate ’’ them and they set up the British Transport Commission charged 
with that task. The B.T.C. was required to treat all the nationalized forms 
of transport ‘‘ as one undertaking ”’ and it had sole responsibility for their 
finances. Yet, though it was thus placed in authority over the Railway 
Executive and the other Executives concerned with other branches of trans- 
port, it was not provided with the essentials of authority. It had no power 
to ‘“‘ hire or fire’ the members of the Executives who, like its own members, 
were appointed by the Minister of Transport. This attempt to improve on 
the traditional administrative structure of private enterprise—a policy-making 
board with executive officers appointed by it and responsible to it—was an 
incredible blunder. It could produce nothing but friction and trouble, and 
that is what it has produced. 


‘“ INTEGRATION " AND DECENTRALIZATION 

Now the Conservative Government in its new Transport Bill is attempting 
to remedy the mistake of its predecessor by abolishing the Executives while 
leaving the Commission for the time being in possession of the field. The 
phrase is used advisedly. It is significant that the Government has not 
known what sort of structure should replace the unworkable one that has 
now been discarded, but has been driven to leave it to the Transport Com- 
mission to produce a scheme. The Bill favours decentralization and provides 
for the creation of new “ authorities ’’, but whether the final plan of devolution 
will be geographical (i.e. the breaking down of the present unified main line 
railway system into area systems corresponding to the present “ regions ") or 
whether it will be functional (involving, e.g. the “ hiving-off”’ of the loco- 
motive and rolling stock construction shops) or a mixture of both, nobody 
vet knows. The Commission is, of course, relieved of the duty of “ inte- 
grating’ the national transport. Integration was always a will-o’-the-wisp 
in so far as it meant anything more than the maximum possible co-ordination 
of services in the interests of the users of transport. There were, indeed, 
‘planners’ who envisaged a transport system integrated for its own sake, 
which would accept traffic for despatch by the route and mode most con 
venient to the system itself, without reference to the preferences of the 
consignor. In practice this would have meant forcing on to the railways 
traffic that, by the consumer’s choice, would have gone by road. There was 
never any real chance that this ‘‘ model ” transport system could be achieved. 
The public would at every turn have resisted the flouting of its free choice, 
as was amply demonstrated by the use the business community made ol 
the right, incautiously left to it, under which firms could use their ow! 
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“C” hcensed vehicles to carry their own goods irrespective of distance. 

The Transport Commission made little headway with “ integration ”’, and 
“integration has now been consigned to the limbo of impracticable ideas. 
But the Commission still retains its overriding financial responsibility, and 
the independence and self-sufficiency of the new “ authorities ’’ that may arise 
under the new Act will be limited by that fact. 

That will not necessarily constitute a fatal obstacle to the evolution of a 
satisfactory national transport system. There are instances in private enter- 
prise of the successful reconciliation of the advantages of centralization and 
decentralization. The huge General Motors Corporation of American is one. 
Our own Imperial Chemical Industries is another. These great concerns are 
divided into a number of trading divisions, each run by its own board of directors 
to which the central board delegates wide powers, including, in the General 
Motors case at least, that of purchasing materials in competition with the 
other divisions. 

It should not be beyond the wit of those whose task it now is to formulate 
the new transport structure to reach a workable compromise between the 
claims of regional (or functional) autonomy and central financial responsibility. 

With the two later nationalizations, electricity and gas, the problems 
raised by the relationship of centre to areas have been rather less acute. That 
is partly, no doubt, owing to the fact that the legislators had learned from the 
experience of coal and transport but partly also owing to the nature of the 
services and the sharp differentiation between production and distribution 
that it entailed. Gas and electricity are delivered to millions of consumers 
in their homes or places of business throughout the country, so that the 
delegation of wide powers—including power to fix selling prices—to area or 
regional boards was a necessity. In the case of electricity, it is true, production 
is centralized in interconnected power stations (which even before nationaliza- 
tion were controlled, though not owned, by a statutory body), but the gas 
industry, as yet, is not even to that extent centripetal. 

Of the four State-owned corporations delivering fuel, power and transport 
to the nation, the least over-centralized is the British Gas Council and the next 
last the British Electricity Authority. That is not by any means to say 
that even these bodies have attained the perfect structure concordant with 
their status. But what one feels is lacking in these and all the nationalized 
boards is not perfection of administrative structure or efficiency of organization 
but the right animating spirit. It is certainly not competence, or loyalty, or 
hard work on the part of the administrative staffs that is lacking, but some- 
thing else, for want of which the boards appear to the public, and to the bulk 
of their employees, as amorphous and soulless bureaucracies—‘‘ vast baronial 
fiefs” to quote Professor Lionel Robbins’s mordant phrase. 








WHAT SORT OF PRICE POLICY ? 


_ It is not the spirit of service that is wanting. On the contrary there is, 
masense, too much of it. What is wanting rather is the commercial spirit, 
ot the commercial approach. That is nearly, though not quite, the same 
thing as the profit motive. The spur of competition and the insistent need 
‘omake ends meet have not been there, and for want of that leaven nationaliza- 
ton has in the public estimation fallen flat. 
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But it is not merely a matter of abstract and intangible attributes. The 
criticism goes deeper and is more concrete. In my view the nationalized 
boards have been betrayed by their conception of their obligation of public 
service into following radically false selling or price policies. From _ this 
criticism I partly except the British Transport Commission, which has been 
largely prevented by the historical inability of Parliament to decide whether it 
was more afraid of competition or of monopoly from having a price policy at all. 

The other boards—and there is no reason to suppose that the Transport 
Commission if it had been a free agent would have been any different—have 
clung tenaciously to the idea that their first duty was to sell their products 
to the public at as low a price as possible. That they held, and still hold, is 
what is required by the “national interest ’’. But that is not what the 
national interest requires. The national interest requires that the boards 
should produce as efficiently and at as low a cost as they can and then sell 
their products at prices that will cover that cost. Cheap production and not 
cheap selling is the criterion. And production costs must, of course, be 
loaded not only with interest on capital but with provision for replacement 
of expendable or wasting assets at current prices. Any other course involves 
erosion of the nation’s capital. It involves drafts upon the notoriously 
insufficient pool of current savings in order, not to increase, but to maintain 
intact the capital invested in the coal mines, the railways and docks and road 
haulage undertakings and gas and electricity systems. 

This is a notion that people unaccustomed to economic analysis find 
difficult to grasp. They seize on the obvious fact that cheap coal or gas or 
electricity helps to keep down production costs and so helps exports, and they 
lose sight of the true price that is being paid for artificial cheapness. 

Thus one of the area Gas Boards, notwithstanding that 1t was already in 
deficit, recently boasted that it would not raise its selling price for gas until 
it was compelled to. Another recently undertook by public advertisement 
not to raise its prices for a year except only in the event of a further rise in 
coal. And, as a further example of this same misconception, one may quote 
a Labour protagonist for nationalization, Mr. Ernest Davies, M.P., who, 
writing of the Coal Board (in Labour Party Discussion Pamphlet, “ Problenis 
of Public Ownership’’), says: ‘‘ When there is public ownership it is possible 
to average out costs; if this were not done, many uneconomic pits would be 
closed—and coal production consequently sacrificed—and some essential 
transport services would be discarded—to the inconvenience of traders and 
the travelling public ”’. 

While one can agree that even under private enterprise there are cases in 
which the maintenance in operation of uneconomic production units may be 
difficult to avoid and as a temporary expedient justifiable, the principle of 
uneconomic production is certainly not one to be glorified. It amounts, of 
course, to the subsidization of one section of the: community by another. 
Mr. Davies in effect admits that. ‘On grounds of public policy a subsidy 
might sometimes be desirable for some of the nationalized industries ’’. | will 
avree that it might; but, if so, it should be a subsidy openly given to provide 
for a specific emergency and not concealed both as to its amount and the 
source from which it is desired. An occasional temporary subsidy may be 
justifiable, but not a subsidy to all the nationalized industries all the time. 
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That is a state of affairs to which we are uncomfortably close at the present 
time and it is one that, having regard to the importance of the “ nationalized 
sector ’’ of industry and the prospects of its extension, threatens to become 
ruinous for the country. 

There is another aspect of this ““ uncommercialism ’”’ of the nationalised 
sector—the privileged position it enjoys in raising capital. The nationalized 
boards raise their capital either by direct advance from the Exchequer (the 
N.C.B.) or by borrowing from the banks or by the issue of stock under the 
direct guarantee of the Treasury. They do not in any real sense submit 
themselves to the market, even to the extent that did the forerunner of the 
British Electricity Board, the Central Electricity Board, which borrowed on 
its own credit without Treasury guarantee. Their capital programmes have 
been sanctioned “ at high level ”’ with little reference to the test of profitability 
under genuine commercial conditions. The decisions have, of course, been 
made “‘ in the national interest ’’, but there is no reason to suppose that the 
distribution of capital that has resulted bears much resemblance to that 
which would have occurred under the free choice of the market. 

In this planned dispensing of capital resources, electricity has, it would 
seem, fared unduly well and the railways unduly badly. This surely must be 
the conclusion to be drawn from the following figures (taken from the National 
Income and Expenditure Blue Book, 1952) of gross fixed capital formation 
(expenditure on equipment and building) in 1951: 

GROSS FIXED CAPITAL FORMATION 
Electricity 


{54,000,000 
Railways .. 


60,000,000 


Postal, etc., communications .. — 7 = 51,000,000 
(sas a {1,000,000 
Coal mining e ‘4 F - i 30,000,000 
Road passenger transport s sg sg -s 28,000,000 


Whatever this arbitrary distribution of investment, with its excessive 
preference for electricity, owes to such things as the hunch of politicians, to 
the feeling that electricity is on the “‘ up and up ”’ and that railways are “‘ down 
and out ’’, and perhaps even to the relative persuasive powers of the respective 
barons, there is no doubt that it is deeply involved with that prize example 
of economic distortion, the national housing “ effort ’’. - Because rents were 
controlled, because landlords could not afford to keep their houses in repair, 
because tenants of rent-restricted houses that were too large for them could 
not afford to move to smaller ones, therefore enormous numbers of new houses 
had to be built by Government subsidy, and gas and electricity had to be laid 
on to supply them with light and power and feed the radiators and television 
sets that the Government housing subsidy enabled the tenants to purchase. 
So we had the grotesque spectacle of the B.E.A. feverishly importuning 
householders to buy current-using appliances from it whilst at the same time 
cutting off the current! It is all a classic example of the tangled web that 
is woven when first we practise to control ! 

But let me now turn to pleasanter aspects of nationalized achievement. 
There can be no doubt that all the boards have attained a high standard of 
lunctional efficiency and that their claims to have achieved continuous tech- 
nical advancement are well based—though, considering the large amounts of 
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new capital that most of them have sunk in their undertakings, any other 
result would have been positively discreditable. 

A short summary of the progress of the Coal Board, the Railways and the 
Electricity and Gas undertakings may be conveniently given here. 

In coal, the general picture, as the accompanying table shows, is that 
output is now approaching the pre-war level, though the number of workers 
employed is around 7 per cent. less and the number of shifts worked is rather 
fewer. In its 1951 report the National Coal Board claims that output per 


NATIONAL COAL BOARD 
OvuTPUT, EMPLOYMENT AND PRODUCTIVITY 
Deep-mined 


Saleable Number Number  Manshifts Output 
Years Output of of Shifts per per Man 
(Million Workers Worked Thousand Year 
Tons) (Thousands) per Man Tons (Tons) 
1932-36 Siw tj vs 217.5 773 249 874 281 
1937-41 225-9 755 209 839g 299 
1942-46 187.6 707 260 978 266 
1947-51 200.7 710 245 871 283 
1951 211.9 699 250 $27 303 
1952 214.3 716 249 838 299 


manshift rose by 174 per cent. overall and 15 per cent. at the face. But, as 
will be seen, production per man year (303 tons in I95I against 299 tons in 
1937-41) has risen by only just over 1 per cent., which is not a very flattering 
return for an expenditure of capital amounting in the five years to £136 
millions (inclusive of replacement of worn-out machinery, etc.). 

The main claim advanced on behalf of British Railways is that since they 
came into existence they have notably improved operating efficiency and have 
gone a long way, by economies of various kinds, towards bridging the gap 
between rising costs and lagging revenues. Economies have been achieved 
by reductions of staff, closing down of little used branch lines and stations 
and of locomotive depots, marshalling yards, etc., mechanization of permanent 
way work, central purchasing of stores and, particularly, by standardization 
of equipment and materials. It is stated that by standardization alone a 
saving of {15 millions has been effected. 

As to operation, the British Transport Commission stated in its 1951 
report that “there has been a steady improvement in major operating 
statistics ’’ and that the “ net ton-miles per total engine hour in service ”, the 
best single statistical test of freight transport, has improved by 30 per cent. 
since 1938, as follows: 


1938 es oa Ka - om 401 
1945 4 i ne - - 543 
1949 = - “a = ‘7 563 
1950 7” € ‘a wa an 578 
1951 595 


This has happened “‘ in spite of failure to obtain adequate capital re-equip- 
ment ’’; the Commission complains strongly that curtailment of its investment 
programme by Government restrictions and through shortage of materials has 
made it impossible to overtake arrears of maintenance and renewal. It 1s 
directly due to unification of the old systems, standardization and the elimina- 
tion of privately-owned wagons. . 

On the other hand, when the Commission claims that the average train 
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load in 1938 of 70 passengers per train has increased to 92 passengers in 1951 
and that this represents an “ improvement by more than a quarter, public 
impressions to the contrary notwithstanding ’’, one is entitled to protest 
that operating statistics are not an overriding test of railway service to the 
public! Certainly, no user of the railways would admit that in respect of 
speed, rolling stock and general amenities, railway travel is up to 1938 
standards. Equally, no one would wish to deny the Commission and the 
various Executives the credit for toiling faithfully and unremittingly and ably 
to restore those standards. 

The British Electricity Authority, like the Railways, has a record of 
steadily improving technical efficiency. The test here is average thermal 
efficiency of generation, and the following figures show how this has improved 
as output has increased: 


Million Overall Average 

Year to Units Thermal Efficiency 
March 31 Sent Out Per Cent. 

1948 a ws aa _ — w% 20.86 

1949 o* - vr 0° 43,592 “i 21.15 

1950 ee =. 4 Le 40,304 +m 21.33 

I95I i a a oe 52,445 7" 21.54 

1952 oe 55,823 ea 22.04 


It is, of course, natural that thermal efficiency should improve as new modern 
generating stations are brought into operation, but this has not prevented the 
average cost of electricity per unit sent out from rising (by about ro per cent. 
over the period), whilst overhead charges per unit have also been rising and 
will inevitably continue to rise as the new and very expensive (in some cases 
unduly expensive) stations begin operating. 

The Gas Council and Area Boards have not been functioning long enough 
to enable any real judgment on their efficiency to be made. But in its third 
report the Council claims that “‘ there has been a general improvement in the 
efficiency of gas production which has not only saved coal but has helped 
Boards to meet the increasing demands made upon them”’, And it states 
that the average yield of gas per ton of coal carbonised increased from 71.62 
therms in 1950-51 to 72.77 therms in 1951-52. 

There is therefore no doubt that the nationalized industries have, so far, 
achieved a creditable record of efficiency. That does not necessarily mean 
that the industries have proved more efficient than they would have been 
had they remained in private hands, except in so far as they have had larger 
amounts of new capital to spend. That statement does not apply to the 
railways, and it is rather remarkable that, of all the nationalized industries, 
the railways have put up the best claim to have been more efficient in operation 
than they would have been had they remained under their previous ownership. 
That, of course, is because the standardization of locomotives, track and other 
plant that the Transport Commission has accomplished could not have been 
brought: about while the four independent main line systems remained. That 
must be acknowledged; but it must never be forgotten that the advantages 
of standardization are subject to strict limits and that if these are trans- 
gressed, standardization turns from an asset into a liability, since it implies 
retention of obsolete types of plant and the impossibility of replacing them 
by newer and more efficient types. 

There is food for thought in that rather trite observation. Standardization 
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is the instinct of bureaucracy, and the nationalized boards are, par excellence, 
bureaucracies. One doubts whether they will ever be anything else. It is right 
to do what can be done to decentralize and subdivide and reorganize them so 
that they may acquire something of the vitality and organic cohesiveness of 
the successful big firm. (It is, indeed, a commentary on the over-hastiness of 
nationalization that even its supporters should now be thinking in terms of 
assimilating its administrative structure to that of the best type of private 
industrial organization !) But it has yet to be discovered whether any or all 
of the devices or organizations that the planners and efficiency consultants 
can think out will ever animate these monumental Galateas and give them a 
soul above standardized service. If so, what folly to contemplate applying 
this same deep-freezing process to industries that, by reason of their stage of 
development or the nature of their processes or products, cannot be 
standardized and systematized without grave risk of stunting if not utterly 
destroying them—as, for instance, the aircraft manufacture or the chemical 
industries ! 

In this article on the organization and technical efficiency of the nationalized 
industries I have, | am afraid, made much use of the abstract terminology 
that such subjects usually evoke. In the final article of this series I shall hope 
to make some amends for this. It will introduce the “‘ human element ”’. 
It will discuss the attitude of labour to the nationalized undertakings and the 
success or otherwise of the political Pygmalions in their efforts.to breathe life 
into the Galateas of their imagination and their “ planning ”’. | 
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Outlook for Raw Materials 
By Ernest H. Stern 


N the May issues of THE BANKER in 1951 and 1952 I drew attention to the 

‘gap’ that had arisen in the post-war period between the growth of the 

intrinsic demand for raw materials and the growth in the supply of them. 
To-day, when the apparent improvement in the international political situation 
has cast an immediate cloud over many commodity markets, is a particularly 
appropriate moment for looking at the figures again. The object of this 
article will be to bring the figures in the previous article up to date and to 
draw attention to present trends. 

Before going on to discuss the figures, it will be best to define again how 
they are arrived at. ‘‘ Raw materials’ in the context of these articles are 
industrial raw materials and do not include foodstuffs. The growth of intrinsic 
demand for these materials is measured by the growth of world manufac- 
turing activity, which in turn is represented by the United Nations index as 
described in the footnote to Table I of this article. The growth of supply is 
measured by the growth of the output of virgin raw materials, which in turn 
is represented by the Union Corporation index (also described in the footnote 
to Table I). The “ gap” between the intrinsic demand and supply of raw 
materials is the divergence in the development of these two branches of 
activity as represented by their indices. 

The expression “ gap ”’ is a convenient term for this divergence in growth ; 
although in actual fact, of course, no gap has been left open. The shortfall 
in the supply of virgin raw materials has been made good by drawing on 
stocks, by increased supply of secondary raw materials, by substitutes not 
generally classed as raw materials (for example, plastics—although their 
constituent materials are included in the raw materials index) and possibly 
by economies in the use of certain raw materials. I will return to these 
means of filling the gap later on, when dealing with the future balance of 
demand and supply. On the other hand, intrinsic demand has been measured 
only by such manufacturing activity as has taken place, although that 
activity may itself have been limited by lack of raw materials and manu- 
facturing capacity. Moreover, intrinsic demand for industrial raw materials 
is somewhat underrated by the indices utilised here, inasmuch as manufac- 
turing activity includes manufactured foodstuffs, the output of which has 
lagged behind the output of non-food manufactures. 


THE TREND IN 1952 
So much for the definitions. The development in 1952 of the indices, as 
thus defined, is shown in Tables I and II, and is also presented in graphical 
form in Chart I. As in my articles in May, 1951 and 1952, the data for the 
latest year are very provisional and even those for the preceding year, though 
revised by the latest data available, are still partly estimated. Indeed, it 
will be seen from the tables that the latest revisions suggest that the “ gap ”’ 
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was somewhat overestimated last year; the output of raw materials in 1951 
and earlier years is now believed to have increased by rather more than 
previous statistics had indicated. 

There is, however, another correction that has been made this year that 
works the opposite way. In the top half of Tables I and II the growth of 
raw materials output is weighted by 1930 prices—as in my previous articles; 
but in the bottom half of the tables that growth is now weighted by 1948 
prices. Both indices show the same tendencies, but, if weighted by 1948 
prices, the output of raw materials appears to have lagged even further behind 
manufacturing activity than if weighted by 1930 prices, and the “ gap”’ is 


TABLE I 
GROWTH OF MANUFACTURING AS COMPARED WITH GROWTH OF OUTPUT 
OF VIRGIN RAW MATERIALS* 
(World, excluding the U.S.S.R., 1937-38 =100) 
1951 1952 
1937 1938 19460 1947 1945 1949 1950 (partly (partly 
est.) est.) 





Manufacturing (including 


mining) .. ‘a i 105 95 10g 122 132 134° 5! 168 168 














(a) Virgin raw materials, 
weighted by 1930 _ 
in U.S. dollars .. [05 95 100—=—Osd1I4) ss sd125.—sidT26——sd: 38; 154 155 


“Gap” as % of raw 
materials output (based 











ON 1930 prices) - O O roe +7 +8 +8 #8 +59 *S¢ 
(6) Virgin raw materials, 

weighted by 1948 prices | 

in U.S. dollars .. 7 106 o4 96 110 120 [19 128 143 [45 

Gap” as % of raw 

materials output (based 

on 1948 prices) - -t +41 +14 +11 +10 +12 +18 4-17 +15 











* The index of manufacturing is taken from the January, 1953, issue of the Monthly Bulletin 
of Statistics of the United Nations. Figures for 1952 have been estimated from data for the 
first three quarters as reported by the United Nations and for the full year for the leading 
industrial nations, such as the U.S., Britain and various Western European countries. The 
raw materials index is one calculated by Union Corporation Ltd. of London. It is based on 
output data weighted by prices in terms of U.S. dollars (a) by 1930 prices, and (b) by 1948 
prices. The total output of 1952 included in the index aggregates approximately $29 billions 
at 1930 prices and $55 billions at 1948 prices. In terms of 1952 prices the amount would, of 
course, be larger. The raw materials index is a continuation of a slightly more comprehensive 
calculation made by the League of Nations in pre-war years. Data for recent years, and par- 
ticularly 1951 and 1952, are partly estimated and subject to revision. 


shown to be correspondingly larger. The reason is that the various com- 
modities whose output has increased most have experienced a smaller increase 
in price than the rest of their group. The commodities whose supply has 
increased notably include aluminium, nickel and chrome among the metals; 
petroleum and natural gas among fuels; and rubber among the “ sundry 
commodities ’’ (as defined in the sub-divisions shown in Table IT). 
Whichever method of weighting is used, however, it will be seen that the 
‘gap’”’ has narrowed in 1952. This narrowing was foreshadowed in my 
article in 1951 and referred to again in my article in 1952. As the tables 
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show it has been mainly due to the stagnation in world manufacturing 
activity over the last two years. One may speak of “ stagnation”’, however, 
only if the comparison is between the levels of activity for whole calendar 
years; on this basis, it will be seen, the world manufacturing index stood 


MANUFACTURING ACTIVITY AND RAW MATERIAL OUTPUT 
AFTER THE FIRST AND SECOND WORLD WARS 


LOGARITHMIC SCALE 


(a) 1946-1952 (1937-38=-100.) 
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still at 168 per cent. of the 1937-38 average in both 1951 and 1952. But 
actually, if one allows for seasonal fluctuations, a decline began in the index 
during the second half of 1951, slowly at first and then somewhat more rapidly 
during the summer of 1952. It was offset, eventually, by a strong upsurge 
of activity towards the end of 1952. That upsurge has now carried world 
manufacturing activity to its highest post-war level. At the time of writing 
—despite mounting fears of an American recession—its force has not yet been 
spent. 

While last year’s total intrinsic demand for raw materials (as represented 
by a full year’s manufacturing activity) remained unchanged, the output of 
virgin raw materials continued to increase—from 154 to 158 per cent. of the 
1937-38 average if weighted by 1930 prices and from 143 to 145 per cent. of 
that average if weighted by 1948 prices. But the table shows clearly that 
the momentum of increase of raw material output in the two preceding years 


TABLE II 
SUBDIVISIONS OF THE INDEX OF RAW MATERIALS 
(World, excluding U.S.S.R., 1937-38 =100) 
1951! 1952 
1937 1938 | 1946 1947 1948 1949 1950 (partly (partly 


est.) est.) 
(a) Weighted by 1930 prices: | 


Metals .. 108 g2 85 104 I17 #42x%118 129 144 153 
Other minerals (largely 
used in chemical in- 
dustry) , 98 102 97 II! 130 144 +&#160 175 186 
Fuel and hydro- -electric 
power - ea 103 97 11d 131 142 135 152 168 173 
Fibres .. a ‘a 108 g2 78 89 100 106 I12 132 131 
Sundry .. _ we 107 93 108 = =122 I29 6125 ~=—1130 148 
(b) Weighted by 1948 prices: 





Metals a 109 gI Ro 96 110 I10- 120 133 135 
Other minerals (largely 
used in chemical in- 





dustry) g8 102 g8 114 131 145 161 177 187 
Fuel and hy dro- electric 
power »s is 102 98 113 126 135 130 142 155 159 
Fibres .. 7 _ 10¢ gI 75 86 95 IOI 100 120 118 
y) 9 /3 95 
Sundry .. ‘i ” 107 10 120 126 122 I 145 13 
; / 9 : a 45 39 


was not maintained in 1952. Indeed, the statistics disclose a decline in two 
of the five groups of virgin raw materials into which the total index has been 
subdivided in Table II. This decline, though due in part to the vagaries of 
the weather (especially for agricultural commodities), was mainly a response 
to the fall in demand. As in previous years, the rates of change of group 
averages hide much larger differences in the individual rates for the com- 
ponents of each group. The output of oil, natural gas and hydro-electric 
power, for instance, continued to grow, but the output of coal declined 
slightly. Similarly, the output of aluminium made further headway, while 
the output of some of the older base metals flagged; indeed, the output of 
copper ore even dropped slightly. Production of ginned cotton increased, 
while production of wool decreased. 

In brief outline, therefore, the output of raw materials seems to have been 
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expanding slightly faster in the last two years than intrinsic demand for 
them, but there is still a basic shortage of raw materials compared with the 
situation in the 1930s. Whilst no prediction is here made about the course 
of manufacturing activity or of output of raw materials for 1953, attention 
should be directed to four salient points. First, in recent months the “ gap ” 
has most probably widened again. If manufacturing activity does not fall 
quite distinctly later in 1953, the “ gap”’ will remain open throughout the 
year and will require as large a quantity of secondary and substitute materials 
to fill it as in the recent past. 

Secondly, however, intrinsic demand in the last few years has been over- 
laid by a layer of stocks that is frequently changing in thickness, but has 
been growing most of the time. Changes in military stock-piling, inventory 
policy in industry and trade, and commodity speculation pure and simple, 
have combined to produce very substantial fluctuations‘in the thickness of 
the stocklayer. Throughout most of the post-war period the replenishment 
of stocks in the hands of processors and consumers, the “ easy money ”’ policy 
of many Governments, and the climate in foreign policy—with its effects on 
defence expenditure and on the mood of the public—have led to substantial 
accumulations of stocks and thus increased total demand. To-day that 
situation may be changing. In most countries buyers’ stocks have been more 
or less replenished, relative to output—indeed, they may have been more 
than replenished. Monetary policy has of late become distinctly less accom- 
modating to the holder of raw materials and the borrower of money. The 
climate in foreign policy may or may not have changed for the better in the 
past few weeks, but to the public it certainly appears to be less forbidding. 
There is therefore a distinct possibility that the layer of demand represented 
by buyers’ stocks may become relatively thinner in the next few years and 
thereby slow down the increase of total demand—even if there is no major 
world slump. 

Thirdly, one should not neglect the part that secondary materials, substitute 
materials and even economies in the use of certain raw materials have played 
in recent years in filling the “ gap’’. The supply of these “ fillers ”’ is unlikely 
to disappear at once if and when virgin raw materials eventually become 
plentiful enough to satisfy as large a proportion of demand as in the pre-war 
years. Probably a steep fall in the prices of virgin raw materials would be 
needed to make them replace those makeshifts; one of the clearest lessons of 
economic history is that lines of businesses, once established, are not abandoned 
immediately upon a change in the economic climate. The output of synthetic 
rubber, for example, is unlikely to be abandoned as soon as it has outlived 
its usefulness. This is a factor that should not be excluded from any con- 
sideration of the future balance of total supply and demand. 

Last but not least, there is the danger of a recession. In that case output 
of virgin raw materials may fall with the decline of manufacturing activity; 
Chart II gives evidence of what happened in the ’twenties and_ ’thirties. 
However, output capacity for such raw materials is not likely to fall simul- 
taneously. Indeed, it may continue to rise for some time. In such circum- 
stances, the tendency will be for output of virgin raw materials to be concen- 
trated on the producers with the lower costs. Such concentration on lower 
cost units is apt to accelerate a decline in prices. It has happened before. 
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Electronics and the Banks 
I1I—Cheque-sorting for Clearing 


By M. S. Goldring 


| [ee two preceding articles in this survey of the possibilities of applying 


electronic devices to banking routine have been concerned mainly with 

account-posting, listing, and preparation of customers’ statements at the 
branches. It has been shown that, if the performance and costs of electronic 
apparatus working in other industries are studied in the light of the needs of 
accepted banking practice, the conclusion emerges that the banks might find 
scope for new economies in internal costs on a scale that can no longer be 
offered by purely mechanical accounting techniques. To secure the advantages 
offered by high-speed electronic machines it is necessary to feed them with a 
very large volume of work; but the types of internal organization that are 
needed to secure such a flow of accounting work are already finding favour 
in banking circles for quite different reasons. This problem of securing a 
sufficient flow, which in the sphere of account-posting might require the 
pooling of work of groups of branches, does not arise, however, in other spheres 
in which electronic methods may have important possibilities. 

The other main field for study, perhaps even more promising than branch 
accounting, is the application of electronics to the head office clearing depart- 
ments—not to mention the central Clearing House itself. If the possibilities 
now being conjured up in this sphere can be materialized the gains would be 
immense, and much more dramatic than those that might arise from elec- 
tronifying the branch accounting systems. The clearing houses were the first 
of all the banks’ departments to mechanize, but some of the key operations 
of clearing have defied mechanical ingenuity. The difficulties all arise from 
the nature of the cheque—a flimsy slip of paper, and one that may be much 
the worse for wear by the time it reaches the clearing house to be sorted out 
and sent to the branch on which it is drawn. It is extremely difficult to 
devise any kind of mechanical sorting or counting machine that will work 
effectively with paper, and the thinner or the more crumpled it is, the higher 
is the rate of ‘‘ discards’”’ from any mechanical sorter at present available. 
For this reason, although the branch code on cheques could, with slight 
modification, be read photo-electrically—so that one basic requisite of 
mechanization is satisfied—the sorting continues to be done arduously (and 
by contrast with machine speeds, very slowly) by the human eye and hand. 
From 200,000 to 400,000 cheques a day pass through each of the clearing 
departments of the big banks, with occasional peaks extending to perhaps 
600,000. These departments appear to employ on the average one clerk to 
every 1,000 cheques to be handled a day. In terms of labour cost this works 
out, very roughly, at about {1 per 1,000 cheques, on the basis of a 5-day 
week. Much of this work is taken up in sorting the cheques (between as 
many as 2,000 branches), but some of it 1s absorbed in “ listing ’’ the sum 
on each cheque on an adding machine that ultimately provides the day’s 
total of cheques drawn on each branch. 
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Neither of these operations can really be speeded up unless a way is found 
of handling the cheque mechanically from start to finish. There is no absolute 
certainty that an electronic machine will ever be designed that can handle 
cheques in their present form, but certain printing machines do exist that lift 
up by suction paper just as thin as that of a cheque, to put it into position 
for the printing process. If the cheque could be lifted by suction in the 
same way, then the branch identification number could be “ read ”’ without 
any difficulty. The existing printing machine, after reading the paper, drops 
it on to a pile separate from the one that feeds the machine; hence it 1s 
reasonable to suppose that, with minor modifications, the apparatus could be 
made to blow the cheque on to one of several piles according to its code 
number. But, although the machine could recognize 2,000 separate code 
numbers, it seems improbable that it could immediately sort them into 2,000 
different heaps. It would have to work as the human sorters now work, 
dividing the cheques first into, say, half a dozen heaps of grouped code 
numbers, and then re-sorting until all the cheques had been allocated to their 
correct branches. This would not be a protracted operation. The printing 
machine is known to pick up sheets of paper at the rate of 10,000 an hour, but 
this speed is determined by printing requirements; the machine could probably 
work much faster. Obviously, there is no reason to condemn a sorting machine 
merely on the grounds that it is not likely to sort instantaneously. 

[t is quite clear that an electronic machine of this kind would represent a 
really spectacular improvement on the banks’ present method of sorting, 
whereby a team of girls—to the lay observer, a seemingly fantastic number of 
them—spend their time sorting the cheque bundles that come into the head 
office one by one, like so many packs of cards, into their respective branch 
destinations. Very few electronic engineers have ever been inside a central 
clearing office, but those who have agree that a device of this type could very 
readily be adapted to do the kind of sorting work that the banks are now 
performing by hand. This mechanization of clearing operations, it is important 
to stress, could be carried out regardless of whether the banks decided to 
adopt electronic account posting techniques. 

The flimsy character of the cheque is not the only feature of it that has 
made certain aspects of bank mechanization peculiarly difficult. The fact that 
the signature is perforce hand-written, and often the amount too, has probably 
been the biggest handicap of all. Machines can “ read’’ photo-electrically 
with remarkable accuracy—too accurately to allow for the vagaries of hand- 
writing. Whilst a sorting machine in a clearing department could be trusted 
to read the printed branch number on a cheque, it could not read the written 
sum upon it unless the numbers appeared in a form and position standardized 
as closely as the branch code—which is already localized on the top left-hand 
corner of the cheque form. Unless this can be done, the process of listing must 
continue to be set in train by an operator who reads the sum from the cheque. 
[t was explained in the article last month that mechanical adding machines 
work quite as fast as an operator can be expected to type; hence, so long as 
the cheque is not adapted in these ways, the extra speed of electronic machines 
is simply not necessary for listing-cum-adding operations. 

The only way round this difficulty, and yet to secure the benefit of elec- 
tronic speeds, would be to alter the cheque after it has been passed across 
the counter. If the sum on the cheque were rewitten in a form suitable for 


- oe ree ee ; 


i a ek a 4 








Sa is ed 


ELECTRONICS AND THE BANKS 287 





id photo-electric scanning, the head office department would be able to list it 
te | electronically at the same time as the sorting was done. 

le A very real objection to the coding principle is the amount of time it 
ft | might take. But it does not need to assume the relatively precise and 
oo elaborate forms sometimes employed, e.g., where figures are symbolized by 
he joining up points on a dotted grid to form a figure; a machine can interpret 
ut correctly from a series of casual strokes, provided they are made in the correct 
places. The bill forms of many shops and restaurants have pre-arranged 
- “boxes” that the assistant marks with a dash according to the item on the 
be bill; these marks are used as the basis for quite an elaborate method of sales 
de analysis. The burden that would be put upon the bank cashier or other 
de official of coding in this way would not be anything like as great as the labour 
90 =~} of complete re-lettering. 

rs A stranger to banking would perhaps be inclined to ask why, if the 


savings are likely to be so great, the customer himself might not be asked 
to write the sum on the cheque in appropriate fashion at the outset, or why 


‘Ir 
1g 
the cheque book could not be issued to him with an account code number 


“ already on it. The reason why these possibilities are ignored is that the 
hel banks have learned from experience never to depend on the customer for 
attention to detail where that is an essential to the success of a routine. 
" Personal customers do not always use their own cheque books; they may 
" borrow cheque forms from friends, or at their clubs, or from retail stores and 
a other businesses that make a point of keeping a supply of blank forms available 
d for their clients. Experience has shown, too, that customers will not even 
h agree to a standard size of cheque, so there is little hope of getting a more 
e radical change accepted. It is primarily for this reason that the methods 
7 outlined in these articles have throughout assumed that no change is to be 
“ } made in the outward appearance of the banks’ routine. A complete overhaul 
rt of banking methods for the “‘ best ’’ use of electronic devices might offer the 
“ prospect of far more spectacular economies, but radical suggestions of that 
kind would not appeal to most bankers as realistic. 
Ss PRACTICAL DIFFICULTIES 
. It should be emphasized again that this description of possible electronic 
Wy banking techniques is no more than a series of hypotheses based on the present 
ij. state of development of electronic equipment designed for quite different 
a purposes. It is therefore both over-generalized and over-simplified. But it 
" is probably sufficiently close to the mark to suggest that a re-examination of 
d electronics by the banks’ experts in organization and mechanization might 


d show that opportunities do exist for reducing the amount of manual and 
) clerical work, of the branches as well as head offices; though it might also 


‘ show that this survey has tended to exaggerate them. 

°S It is not to be expected, however, that the banks would be likely to swing 

1S rapidly to extensive use of electronic devices even if they were satisfied that 

»S they offer substantial net savings over existing methods. Many frictional 
factors—quite apart from inertia, suspicion or sheer prejudice, which would 

- undoubtedly be found in some parts of even the most progressive organization 

3S —would prevent them from facing a clear choice between the old methods 


Ir and the new in established offices and departments. Such a choice could 
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probably arise only in those cases where the bank was setting up a new office 
in a new district and was equipping it from basement to roof; regional book- | 
keeping offices now already being considered might be a case in point. More | 
usually, however, the responsible head office official will be re-equipping piece- 
meal, installing a few machines at a time as and where business grows, or 
where existing appliances or methods clearly demand reorganization. But 
if he were to decide to take the plunge into electronic accounting, which must 
embrace the whole of a substantial unit even for a single installation, he 
would inevitably be confronted with the problem—among others—of what to 
do with the clerks and machines that the computer displaced, and even of 
how to utilize the office space they occupied. Such difficulties as these are 
not imaginary ones, and in the short run they might often argue decisively 
against change. 

Moreover, some banks are already diligently exploring new organizational 
methods to ease some of the problems that electronic devices might solve, 
and they may refuse to be distracted from these efforts by the study of 
entirely novel proposals. Innovations that are already beginning to look 
feasible to them may appear as more worthy of effort than those whose 
potentialities, however great in the long run, have not yet been seriously 
studied in the banks at all. Some banks, for example, are meeting rising 
labour costs by employing part-time workers to deal with the seasonal peaks 
of business; Barclays’ head office has a rota of this kind. A good deal of 
thought is also being given to the possibility of moving certain head office 
departments to the suburbs, where there is a potential labour pool of former 
machine-operators, now married, who might be willing to return to work on 
a part-time basis. These stratagems all reduce the incidence of labour costs 
or city rents in one way or another. Because they are variants of existing 
organization and employ familiar methods of actual working, they appear 
more attractive and more sure than a totally new and wholly foreign type 
of book-keeping or cheque-sorting could do. There may be good reasons for 
taking the line of least resistance, even though the long road may be the 


better in the end. 
NEED FOR CENTRALIZED RESEARCH ? 

Such considerations as these partly explain why the small band of pioneers 
in electronics—and especially the manufacturing interests who are convinced 
that the scope in banking applications is very promising-—all deplore the lack 
of any central research unit in the banking system. Most of them argue, 
indeed, that it is only by this means that real progress is likely to be made 
—partly because of the spreading of the overheads of research, which ought 
to be comprehensive and highly organized, partly because of the desirability 
of the pooling of ideas and the study of the widest number of differing needs, 
and partly because of the advantages of standardization. Obviously, there is 
force in these arguments; and in principle it is doubtless true that only joint 
action could evolve the best system, in a technical sense. But each of the 
big banks has an organization large enough to make both separate studies and 
separate installations feasible; and although this approach might not yield 
the optimum results, it could certainly introduce electronic methods into 
banking much sooner than would happen if the banks are led to believe that 
nothing useful can be done without joint action and standardization—pro- 
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cesses that are extraordinarily difficult to promote in British banking and, in 
' some other aspects of its working, are definitely undesirable. 
k- | The real difficulty that confronts the pioneers outside the banking system 
ve is not, in fact, simply the lack of a central research unit but the remoteness 
wl of electronics from the experience of bankers generally—including, in most 
7 instances, those responsible for organization and mechanization. At present, 
* it is extremely difficult even for an individual bank to form any opinion on 
electronic accounting. The banks do not employ electronic engineers, and 
. | they have no such close business contacts with the manufacturers of this 
7 type of equipment as they have long had with the makers of office machinery. 
* The business machine companies are, of course, themselves experimenting 
va with electronics, but they seem to be a long way from being able to design 
and construct a full-scale computer. The electronic duplicating and multi- 





) plying machines now coming on to the market, valuable though they may be 


al for their specific uses, represent the simplest application of electronics, and do 
i. not offer the much wider applications that are within- the compass of the big 
. computer. Power-Samas has taken a big step forward by putting a small 
: electronic multiplier on the market, but the design does not include the mag- 
ri netized “‘ memory” drum that is, so far, a distinctive feature of the big 
") machines. The construction of a ‘‘ memory ”’ unit is the most difficult part 
‘ of computer assembly; it demands an accuracy frequently beyond the range 


of instruments, and it is affirmed that at present there are only a few men in 
. the country who have the skill needed to ensure this fine degree of accuracy. 
wt The small business multipher ‘“ reads’”’ its instructions from a prepared 


punch card, instead of carrying them in its own internal mechanism, and 
a though it is likely to have an immense market in industrial accounting, this 
us method of “‘ instructing ’’ it probably rules out its use in the banks except as 
ng an adjunct to existing punch-card installations. There are, however, develop- 
ar) =ments already in train that may reduce the minimum economic size and 
i possibly the cost of computers. For example, since the earlier articles in this 
~ series were published, a new experimental computer has been completed by 
7 Eliott Brothers, Ltd. It does much the same kind of work as the Ferranti 
computer already described, but is designed on a smaller scale. Where the 
Ferranti computer uses 4,000 valves, the Elliott computer uses 500; but 
where the Ferranti machine can store about 10,000 separate facts in its 
4 “memory ’”’, the new computer in its present form can hold only 1,0o00— 
k although this figure may soon be increased to 4,000, Like the bigger machine, 
; the computer is fed with data by magnetic tape, and the results of its calcu- 
“ lations—including each step if desired—are printed mechanically by an 
ordinary standard typewriter at the rate of 10 characters a second. Here 
the comparison ends, for the Ferranti machine is a tested design, whilst the 
y } smaller computer is the first of its kind to be built and has been operating for 
barely four weeks. It is significant, however, for two reasons, the first that 
- its probable cost in production is expected to be in the region of £30,000, 
nt and the second that it is built of standardized units instead of being designed 
. | San integral whole. This attribute may provide some scope for varying the 
: Fi capabilities of the machine to meet customer’s requirements without heavy 
additional cost. 
: If these and other possibilities were to materialize commercially, and if 


that made it possible for a small and less costly computer to do the kind of 
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work for the banks that has been postulated here for the big machine, the 
scope would greatly extend—notably because the minimum volume of work 
required for economic working (including, perhaps, the more dependable 
working of machines in “ batteries ’’) would be much reduced. These, how- 
ever, are possibilities rather than facts, and, as such, they have deliberately 
been ignored in this survey. 

But this question of devising and making the apparatus most suited to 
banking brings the argument of the manufacturers back full circle to the plea 
for joint action by the banks. The makers of big electronic machines do not 
work for a mass market; they build equipment to a customer’s specifications 
and they expect the customer to meet the cost of developing it. But the 
banks are not accustomed to this relationship; in the matter of mechanical 
appliances they collectively represent a mass market and they have therefore 
been accustomed to expect their suppliers to stand the cost of developing 
new designs. The big electronic engineers, having built three or four com- 
puters for scientific work or for the aircraft industry, where long and intricate 
computations are involved, have given some thought to the possibility of 
simplifying the computers so as to bring down their cost. But the resultant 
saving in costs has so far appeared to be much less than the fall in the com- 
puter’s efficiency. Yet it is virtually certain that computers of this type are 
more elaborate than they need be for banking routine, in which calculations 
are neither long nor involved. The machines would not be employed to the 
limit of their ingenuity, except, perhaps, on occasions when they were taken 
off routine and employed on special calculations, e.g., conceivably upon interest 
yields or wage and investment analysis. There is, therefore, a case for 
developing specialized computers, and their ancillary electronic equipment, 
specifically for banking routine. The cost of such development would be 
unlikely to be less than £150,000-£200,000. Hence the manufacturers’ strong 
desire to see a joint research venture by the banks. 

But if the banks themselves are unlikely to approach the problem in this 
way, perhaps in the fullness of time the manufacturers might decide that a 
machine suited to bank routine would equally serve the needs of most large- 
scale clerical routines—and they might thereupon deem it worth their while 
to carry the development work themselves. But at present it seems clear 
that the buyer of the plant has to share with the manufacturer some of the 
responsibility for design and development. 

That is obviously an important obstacle, for at present the banks are in 
no position to draw any conclusions beyond the fact that developments in 
electronic engineering do appear to offer a possible escape route, and one that 
merits serious investigation, from the ultimate dilemma of the need either to 
increase bank charges or to make the considerable changes in banking habits 
that would be needed to enable purely mechanical devices to yield any further 
major savings. This prima facie case for study may not seem to any individual 
bank strong enough to justify large capital outlay upon the finance of tech- 
nical research. But there is already equipment in production that will do 
the type of operation that the banks want to mechanize. Hence there 1s no 
absolute need for them to incur heavy expenditure on development before 
testing these techniques. But how or by whom the precise dove-tailing of 
this equipment into the bank offices is to be worked out is a question to which 
the banks can at the moment give no answer. 
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Building Societies and Dearer Money 
By Oscar R. Hobson 


Y all the usual tests the building societies fared excellently in 1952. 
B according to the authoritative estimates of the Building Societies’ Gazette 

(Table I) their total assets increased by the record amount of £122 millions 
to £1,479 millions. This compares with an increase of {102 millions in 1951 
over 1950 and an increase of £113 millions in 1950 over 1949. In percentages 
the latest increase represents just on g per cent.; it is slightly more than the 
corresponding rate of accretion in 1951 and slightly less than that in 1950. 
Mortgage assets similarly rose by £106 millions last year compared with {£08 
millions in 1951 and £106 millions in 1950. 

The maintenance over last year of the previous high rate of post-war 
progress appears the more remarkable in that it coincided with a period of 
credit restriction and higher interest rates. Perhaps, indeed, that antithesis 
should not be stressed unduly for as we now know the credit “ squeeze ’’ was 
really only effective in the first quarter of the year and was subsequently fully 
offset by overspending by the public authorities. The effective phase of the 
monetary restriction occurred in fact before the raising of the Bank Rate from 
2} to 4 per cent. in March, 1952. From April on, bank deposits, which had 
contracted sharply in the preceding months, resumed an expansionary trend. 

It is, of course, idle to speculate upon what would have been the experience 
of the building societies if Mr. Butler had budgeted more accurately. But it 
is certain, nevertheless, that the expansion of their funds last year was in 
a considerable degree independent of central credit policy. The “ probe ’”’ 
instituted by the Inland Revenue in 1951 into the ownership of Savings Bank 
deposits continued through 1952 to be the direct cause of substantial transfers 
to the building societies. The raising of building society investment rates 
after the rise in the Bank rate naturally rather stimulated the flow than 
otherwise, for the rate which the great majority of societies offered then became 
2} per cent. (some societies indeed went to 23 per cent., while one or two still 
retained 2} per cent.) which was equal to that paid by the Savings Banks but 
clear of liability to income tax. It is noteworthy in this connection that 
building societies’ deposits (as distinct from shares) did not benefit from the 
flow of funds from the Savings Banks. They continued their secular decline, 
dropping by some £12 millions during the year to £196 millions—which is only 
13.2 per cent. of total liabilities as against over 20 per cent. in 1938. The main 
treason for this shrinkage of deposits is, no doubt, the withdrawal of large 
investments by surtax payers (investments that the stronger societies at any 
tate have never encouraged) brought about by the disappearance of the 
advantage they formerly enjoyed in respect of surtax assessment. As a con- 
tnbutory cause, it is likely enough that many smaller investors who previously 
opted for the preferential status of depositors have now so much confidence in 
the financial stability of the societies that they are attracted by the higher 
return of share investments. 

What is at least as noteworthy as the high rate of inflow of investment 
money into the building societies last year, is the strength of the demand for 
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mortgage loans. Fresh mortgage advances in 1952 were, according to the 
Building Societies’ Gazette, at around £265 millions, practically up to the high 
level of the preceding year; and, as Table I shows, the balance due on mortgages 
at the end of the year bore a slightly higher ratio to total assets than a year 
earlier—i.e. “‘ liquidity ratios ’’ declined slightly. It is evident, therefore, that 
the demand for loans was quite undeterred by the higher rates charged (the 
general rate for occupier-borrower loans was raised from 4 to 43 per cent.). 
Nor was it appreciably affected by the fall in house values, which over the year 
was considerable for the more expensive houses, though rather slight for the 
lower price houses that form the staple security for building society advances, 
One reason why these circumstances had so negligible an influence on the 
societies’ business is undoubtedly to be found in the relaxation of the restric- 





TABLE [| 


THE MOVEMENT’S COMPOSITE BALANCE SHEETS 
(£ millions) 



































1938 
LIABILITIES ASSETS 
~~ % 
Shares is i > —e6cg 72.2 Balances due on mortgages 686.8 90.5 
Deposits... ie is 155-7 20.5 Investments.. 53.2 7.0 
Other liabilities .. - 13.3 1.8 Other assets (including cash) 18.9 2.5 
Reserves .. va ms 41.6 5.5 
758.9 100.0 758.9 100.0 
I95I 
% % 
Shares i i - 1,057 77.9 Balances due on etree til 1,158 85.3 
Deposits . 208 15.3 Investments. ; , 146 10.8 
Other liabilities 18 ria Cash .. - “a ‘ 40 2.9 
Reserves 74 5.5 Other assets .. - ‘* 13 1.0 
1,357 100.0 1,357 100.0 
1952 
% % 
Shares - Ha ‘a 1,187 80.3 Balances due on mortgages 1,264 85.5 
Deposits... a “ 196 «13.2 Investments.. - ns 158 10.7 
Other liabilities .. we 19 7:3 Cash .. ws ‘“s - 43 2.9 
Reserves... - s 77 5.2 Other assets .. a% es 14 0.9 
1,479 100.0 1,479 100.0 











tions on private building. The president of the largest society, the Halifax, 
said at its annual meeting that advances during the year on new houses 
(including houses in course of erection) had amounted to some {5,277,000 as 
compared with only {2,260,000 in 1951. The former figure represents just 
about one-seventh of this society’s total advances during 1952. If that propo- 
sition can be taken as representative of the movement as a whole—an assump- 
tion that cannot be checked but may not be far from the truth—then it 
would follow that the movement last year lent close on £40 millions on new 
privately-built homes. It is quite clear that under the present more liberal 
licensing policy, especially now that the development charge under the Town 
and Country Planning Act has been withdrawn, private building, and building 
society loans to finance it, are both destined to increase much further. 
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What is also clear—and it is a point stressed by a number of building 
society chiefs at recent meetings—is that the full benefit to the community 
of more liberal policy will not be reaped unless the remaining restrictions are 
withdrawn or greatly eased. It is only under conditions of bulk-building and 
free competition that costs can be cut to the minimum. It is said that by 
building in lots of a hundred houses or thereabouts, instead of in small groups 
of up to twelve houses as now permitted, costs and selling prices could be 
reduced by 10 per cent. or more. In view of the notorious inadequacy of our 
national capital resources it is difficult indeed to understand why the Minister 
of Housing has so far shrunk from taking the obvious step of giving the building 
industry its head to produce the kind of houses the people want, including the 
houses of smaller cubic capacity that will be increasingly needed by our ageing 
population, at the lowest possible cost. ‘‘ The only way to produce a good 
and a cheap house,’’ said Mr. Stanley Ramsey, the deputy chairman at the 
recent Abbey National meeting, “is by mass production under conditions in 
which the producer has a direct financial interest in the result.’’ That is the 
kernel of the whole matter. The bogy of “ jerry building,” which has so far 
frightened even the Tory Government from allowing the big builders to get 





TABLE II 
MORTGAGE BUSINESS 
(£’ 000s) 
o- 1938——_——_ | -— 1951—— 1952 rr 
New Kepay- Balance | New Repay- Balance | New Repay- Balance 
Advances ments* endof year | Advances ments* endof year | Advances ments* end of year 
Halifaxt ai .. 20,341 18,224 105,178 . 31,762 24,947 138,750 36,384 25,3090 156,928 
Abbey National -» 13,499 12,573 79,207 | 29,304 20,343 118,299 30,040 20,545 133,417 
Woolwich Equitablef .. 6,277 5,930 35,921 15,634 10,576 58,705 13,101 10,553 63,887 
Co-operative Permanent 7,130 4,604 27,505 9,495 9,887 $7,128 11,443 9,670 61,579 
Leeds Permanent{ ... 8,054 6,495 38,001 13,713 9,787 50,523 12,982 10,357 555354 
Provincial - = 1,701 1,325 9,194 7,054 7,323 37,554 8,942 7,096 41,261 
Burnley. . af = 2,190 2,335 14,155 6,134 5,177 27,704 5,911 5,332 20,547 
Alliance. . a s 1,079 668 4,525 =| 5,028 3,849 22,5290} 6,355 1,254 25,811 
Temperance Permanent 946 942 6,024 5,071 5,071 23,588 5,005 4,502 26,104 
Leicester Permanent .. 2,633 2,285 14,941 5,300 3,615 23,409 4,189 3,835 24,785 
Tota, (TEN SocIETIES) 63,850 55,381 334,954 128,558 100,575 558,498 | 135,452 101,573 618,676 
—————— — — = ‘a — - ea Pa - a . a ‘ | pa " - = = — = 
* Including interest. ¢ To January 31 of following vear. t To September 30. 


on with the job, is no more than a bogy. In these days the safeguards against 
bad building, which include the vigilance of the building societies themselves, 
are amply effective. 

Freedom for private building and the gradual adjustment of flagrantly 
uneconomic rents—those are the twin remedies, and the only remedies that 
will not seriously burden the nation, for our housing shortage. If some real 
advance in applying them is made this year then many a building society 
chief who in season and out has preached the pure milk of the word, will be 
entitled to give himself a modest pat on the back. That the remedies, if 
applied in earnest, will bring grist to the mills of the building societies in the 
shape of a still further increase in their activity, is obvious. The societies 
should be the target for no ideological shafts on that score, for they form a 
movement in which social “‘ class’ plays no part, and in which, as has been 
said, the profit motive is not a paramount consideration—a movement, in 
fact, which with its three million investing and million and a half borrowing 
members affords as nearly perfect an example of the ‘“‘ co-operative spirit ”’ 
as an imperfect world is likely to contain. 

As to the internal affairs of the movement, there seems to be little of 
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importance to report. The consolidation process that has been talked about 
for so Jong progresses at only a snail-like pace. Whether the falling trend 
that property values now seem to have entered upon will accelerate the 


TABLE III 
SHARE AND DEPOSIT MOVEMENTS 
TEN LARGEST SOCIETIES 
(£’000s) 
% Reserves 





PALHULUTLEPPPE OUTLIER ATU 


HIT 


Mi 





c= 





Shares Deposits Total Reserves to 
Liabilities Liabilities 

Halifax* 1935 87,280 35,004 128,243 5,406 4.3 
1951 127,395 39,242 177,212 9,707 5-5 

1952 145,345 38,463 194,703 10,153 5.2 

Abbey National 1938 38,370 10,510 51,949 2,763 5-3 
1951 110,725 17,325 I 36,631 6,914 5.1 

1952 127,608 17,192 153,974 7,198 4.9 

Woolwich Equitablet 1938 27,408 9,896 39,353 1,818 4.6 
1951 50,175 10,100 70,424 3,001 5.1 

1952 63,189 9,124 76,580 3,759 4.9 

Co-operative Permanent .. 1935 20,601 8,317 30,278 1,201 4.0 
195! 45,935 160,989 66,089 3,004 4.0 

1952 56,891 13,937 74,746 3,201 4.3 

Leeds Permanentf 1938 27,947 9,886 10,204 2,022 5.0 
1951 45,423 7,889 60,875 3,876 O.4 

1952 55,015 6,905 66,741 4,034 6.0 

Provincial .. 1938 7,125 2,387 10,054 478 4.8 
1951 33,003 8,051 45,413 3,153 7-0 

1952 35,863 9,336 49,154 3,329 6.8 

Burnley 1935 10,252 4,000 15,300 582 5.5 
1951 23,297 7,027 32,125 1,467 4.6 

1952 “5:977 0,495 34,380 1,547 4-5 

Alhance 1935 3,901 5058 4,072 SS 1.9 
1951 23407 1,861 26,215 535 2.8 

1952 27,2 1,080 29,975 6069 2.2 

Temperance Permanent 1938 2,766 2,424 6,191 991 16.0 
1951 21,011 3,550 27,044 1,559 5.5 

1952 24,569 2,074 290207 1,636 5.0 

Leicester Permanent 1938 11,931 2,234 15,486 1,142 Fad 
195! 20,037 3,305 26,170 2,313 5.8 

1952 22,434 3,144 28,437 2,400 S.d 

ToTAL (TEN SOCIETIES) 1938 237,014 85,220 341,730 16,351 4.9 
1951 510,005 116,002 668,795 30,329 5-4 

1952 5B 4, 177 109,103 737,903 37,950 5.1 


* To January 31 of following year. + To ‘September 30. 


movement is something that only time can settle. At the end of last year 
there were still close on 800 societies in existence. 

It is evident that local associations and local patriotism still exercise a 
powerful attraction on investors. It would appear, nevertheless, that the 
larger societies are on the whole gaining ground at the expense of the smaller 











296 THE BANKER- 





Thus, the ten largest societies for which individual details of shareholdings, 
deposits, mortgage business and total assets are given in Tables II and III, 
show for last year rather larger percentage increases both in investments and 
in mortgages than the movement as a whole. These ten societies, moreover, 
now dispose of almost exactly half the total funds of the movement, whereas 
in 1938 their percentage was only 45 per cent. 

I have already noted that the “ liquidity ratio’ of the movement as a 
whole (i.e. the proportion of assets held in the form of cash and investments) 
fell very slightly in 1952. There was also a rather greater, though still fairly 
slight fall in the percentage of reserves to liabilities. For the societies as a 
whole, the fall was from 5.5 to 5.2 per cent. and, as Table II shows, most of 
the ten largest societies shared in the fall. Most of these societies now main- 
tain reserves of not appreciably less and not greatly more than 5 per cent. 
of liabilities, and this 5 per cent. ratio now seems to be fairly well established 
as the norm that informed public opinion would expect to be maintained. 
The decline in the reserve ratio last year means, of course, that the margin 
of interest received over interest paid plus running expenses was lower than 
has been customary. That doubtless was mainly a passing consequence of 
the raising of money rates, which was more quickly effective on interest paid 





TasLe IV 
LIQUID RESOURCES AND LIQUIDITY RATIOS 
(£’000s) 

7 -—1g 38-—_-——_,, -- 1951-—— —-—— ——-—---—- 1952 -—-— 
Cash Invest- Ratio Cash Invest- Ratio Cash Invest- Ratio 
ments* oy ments* % ments* % 
Halifaxt .. a - 5,187 17,182 17.4 5,318 32,640 32.4 5,174 32,091 19.1 
Abbey National .. a 1,156 4,200 10.4 3,005 13,042 12.6 3,920 15,490 12.6 
Woolwich Equitableft _. 221 2,915 5.0 1,272 9,862 15.8 1,824 10,267 15.8 
Co-operative Permanent 935 I,212 7 2 7,850 g52 13.2 8,356 4,100 16.7 
Leeds Permanentft 134 1,949 5.2 1,308 8,121 15.5 1,254 9,856 16.6 
Provincial ~~ ~~ 156 550 7.0 1,791 5,719 16.5 1,489 6,005 15.4 
Burnley 7 a 325 756 ie G05 35339 "3.2 1,295 3,347 13.5 
Alliance .. e at 63 50 2.4 1,635 1,450 11.8 726 2,794 II.7 
Temperance Permanent. . 38 130 2.9 542 2,454 Ir.2 427 2,517 10.1 
Leicester Permanent o 56 47% 3-4 530 2,073 9.9 674 2,816 12.3 

* Investments at book, not market, values. + To January 31 of following year. t To September 30. 


out than on interest received. But, in view particularly of the outlook for 
property values, one would hope that this downward tendency of reserve 
ratios will not be allowed to proceed much further. 

What now of the outlook for 1953? The prospect is for another active 
and successful year. The benefits of the budget should not entirely pass the 
societies by, for the sixpenny cut in the standard rate of income tax should 
find a reflection in the composite rate of tax paid by the societies under 
arrangement with the Inland Revenue. At present the composite rate 1s 
5s. 2d. in the { and the cut in the standard rate would seem to warrant a 
reduction of this by 3d. or 4d. This, however, is a matter for negotiation 
with the Revenue authorities and, meanwhile, all that need be said is that, 
on the large sums involved, even 3d. in the £ would represent quite a pleasant 
little gain for the societies. 

[t is quite possible that the indirect consequences of the budget may be 
of much greater importance. Writing on the morrow of its presentation one 
is impressed by the emphasis that Mr. Butler laid on maintaining the policy 
of monetary discipline that he instituted on entering office eighteen months ago. 

The retreat from the austere Crippsian canon that all “‘ public sector ” 


ee eee 
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S, capital expenditure should be covered by tax revenue seems to suggest that 
I, Mr. Butler may be placing more reliance on credit control in the “ private 
d sector '"—on the Bank rate—as the instrument for keeping the whole economy 
r, | onaneven keel. He certainly gave no indication in his speech of any expec- 


tation of an early fall in interest rates. The great virtue of the monetary 
weapon, he said, lay in its flexibility, but it appeared to him that “‘ conditions 
in 1953, aS we now see them, will require broadly a continuation of the 


S) monetary measures in operation now’. In the light of that statement the 

ly building society movement ought, it would seem, to base its calculations for 

a 1953 on the assumption that the Bank rate will at any rate not fall below 

of its present level. 
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of Argentina 

id MPORT restrictions have been partially relaxed because of the improvement in 
| country’s balance of payments that has resulted from the rise in export 


earnings. The central bank has announced that 320 million pesos are to be 
made available for the importation from abroad of raw materials for the manu- 
= facture of medical and pharmaceutical products, which have recently been in 
short supply. The bank has also stated that the entry of raw materials for the 
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+: treatment of animal and plant diseases and for fertilisers will be permitted up to 
5.8 the value of 40 million pesos. Arrangements have at the same time been made 
_ for increased imports of rubber and paper. 
54 The President has signed a joint declaration with Chile pledging the adoption 
7 of measures to bring about the establishment of an economic union between Chile 
“ and Argentina; the union will be open to neighbouring countries. 
| Belgium 
or : to: - 
A double taxation convention has been concluded with the United Kingdom 
" roviding for the avoidance of double taxation on income and profits as from 
5 
April 6, I95I. 
ve - 
he Brazil 
ld The Bank of Brazil has stated that funds abroad belonging to persons domiciled 
ler in Brazil may be freely repatriated, either in currency or through any other method 
is permitted by banking practice, such as cheques, letters of payment or cable 
4 transfers. 
on It has been announced that remittances abroad made through the new free 
it exchange market will not be subject to payment of the remittance tax of 8 per 
sas cent. Hitherto, remittances have been subjected to the normal tax of 5 per cent. 
plus a special ‘‘ navy re-equipment ’”’ tax of 3 per cent. 
be 
—/ Canada 
cy A United Kingdom group, headed by the merchant banking houses of N. M. 
< Rothschild & Sons and Robert Benson, Lonsdale & Company, has collaborated 
x0. 
r 


‘ ‘ . , ‘ ‘ = , ‘ - a 
Other current international banking news is discussed in “‘A Banker's Diary ’’, on pages 241-246. 
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with Canadian concerns in setting up a new financing company, United North 
Atlantic Securities. The company is intended to take part in the medium-term 
and long-term development of Canada in the form of financial participation in 
established companies engaged in or associated with the development of Canada’s 
natural resources, and also in branches or subsidiaries of established British 
industrial concerns that are opening up in Canada or, being already established 
there, require further capital. In addition, the company will engage in short- 
term market operations through its wholly-owned subsidiary, United North 
Atlantic Corporation. The new company will have a paid-up share capital of 
$2.5 millions—$r1 million of it United Kingdom capital. 

It has also been announced that Hambros Bank and Harrisons & Crosfield, 
working in collaboration with a number of British investment trusts, are setting 
up a new Canadian company, the Locana Corporation. Authorized capital will 
be $5 millions, of which up to $1 million will be issued initially. The main objects 
of this company are to take part in the development of industry and commerce in 
Canada, to encourage and assist British companies to establish themselves in 
Canada, and to provide British and European institutional investors with help 
and advice of all kinds in Canada. 


Egypt 
The Exchange Control Department has issued new regulations relating to the 
payment for Egyptian exports and imports. Persons who export goods for 
payment wholly in sterling or dollars are now permitted to sell large proportions 
of these currencies at a premium to those who wish to use them for importing 
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into Egypt. Alternatively, the exporters may themselves use the specified pro- 
portions for making purchases abroad. The exporter is required to repatriate the 
full proceeds of his sales abroad for sale to the National Bank of Egypt at the 
official rate of exchange. But in most cases 75 per cent. of the amount traded in 
is being put into an import entitlement nein from which drawings can be made 
to cover payment for imports or for sales on the market to other importers. 
Under a new law, it is intended to organize and encourage the investment of 
foreign capital in Egypt. Foreign funds transferred to the country through 
approved banks, together with machinery and industrial, agricultural and mining 
equipment, will be ranked as capital and entitled to appropriate benefits. Profits 
in respect of such investment may be repatriated up to an amount equal to 10 
per cent. per annum of the sum concerned. Such transfers will be effected at the 
exchange rate prevailing at the time. The original investment itself may be 
repatriated after a period of five years at a rate of up to 20 per cent. per annum 


of its registered value. 
Finland 
The Bank of Finland has announced the abolition of the dollar retention 
scheme introduced in February, 1950. The scheme allowed exporters who secured 
payment in U.S. dollars or Swiss francs to receive licences for imports to be paid 
for in those currencies to the value of Io per cent. of their export receipts. 


France 

The Government increased its borrowings from the Bank of France by a further 
Frs. 80,000 millions at the end of March, bringing the total of such additional 
borrowing since the beginning of 1953 up to Frs. 130,000 millions. It was stated 
that the new money, like that borrowed earlier in the year, was intended to cover 
the budget deficit pending the introduction of new measures to bring about a 
permanent rise in revenue and severe cuts in expenditure. It was subsequently 
announced that the Government would not be able to carry out its original 
intention to repay the new loan in the second half of May, but would ask for its 
prolongation. 

The continuing budget deficit, which is thought likely to reach Frs. 700,000 
millions in 1953, 1s giving cause for anxiety. On the other hand, external payments 
worrles have been to some extent abated since the announcement that the 
United States has agreed to make available $230 millions of the promised aid 
of $255 millions still outstanding for the vear e ition June 30, 1953. Nevertheless, 
the Government has announced substantial cuts in imports from E.P.U. countries 
in the period of six months ending September 30, 1953. 

The authorities have agreed that British holdings of French capital francs 
may in future be used for covering tourist spending in Ifrance by their owners or 
may be sold to others for use for the same purpose. Since capital francs have been 
obtainable at rates more favourable to the buyer than the official parity, consider- 
able dealings in capital francs have taken place. On the other hand, restrictions 
on arbitrage transactions in sterling securities on French account have been 
tightened up and restrictions on the importation of franc notes from the United 
Kingdom have also been made more stringent. 


Germany 
The Reconstruction Loan Corporation estimates in its annual report that net 
investment:in West Ge rmany during 1952 amounted to D-marks 16,000 millions. 
It states that up to D-marks 20,000 millions may be required in 1953 if investment 
programmes are to be fulfilled. The Corporation suggests, however, that it may 
be difficult to raise this sum from the German capital market, and points out that 
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an increased flow of foreign capital into Germany would therefore make a decisive 
contribution to Germany’s economic development. The Corporation’s report 
welcomes the easing of credit restrictions that took place in Germany last year. 


Greece 


The Government has announced a cut of one-half in the value of the drachma. 
The rate for the £ sterling has been changed from 42,000 to 84,000 drachmas, and 
all other foreign currencies rates have been adjusted accordingly. The realignment 
of the currency has been officially described as being intended to “stop the 
economic abnormality of Greece’s financial life ’’ and to favour Greek exports. 
To help to cushion the impact on the internal economic structure of the re- 
adjustment of the currency to a more realistic level, the United States has arranged 
to ship to Greece food products to a total value of $35 millions. 

It has been indicated that an entirely new currency unit may be introduced 
later in the year to raise the par value of Greek currency and so reduce the need 


for large quantities of currency notes. 


India 


To stimulate investment of foreign capital, the Government has eased certain 
restrictions on the repatriation of capital to the dollar area and some European 
countries. No change has been made in the regulations applying to the sterling 
area, Norway, Sweden and Denmark, since these are considered to be sufficiently 
liberal. The main departure in policy now made is the withdrawal of the previous 
ban on the repatriation of the value of appreciations in investments made since 
the beginning of 1950. The concession does not, however, apply to shares pur- 
chased on the Stock Exchange unless they are an integral part of an investment 
project approved by the Government. 

It has been stated that since 1948, new foreign investment in India, excluding 
investment in the form of goods or reinvestment of profits, has amounted to 
about Rs. 80 millions, of which Rs. 67 millions came from the United Kingdom. 
Total investment in mid-1945 was Rs. 5,964 millions (market value), of which 
Rs. 3,760 millions was on United Kingdom account. 


Indonesia 
The statute of the Central Bank of Indonesia became effective at the beginning 
of April this year. The statute determines the relationship between the Central 
Bank of Indonesia and the other Indonesian banking institutions, including three 
large Government-owned banks. Under its new charter, the Central Bank, which 
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is to be the bank of issue, will gradually become a bankers’ bank, and as time goes 
on less stress will be laid on its commercial functions. It will be managed by a 
Board of six directors, all of whose members must be Indonesian citizens. This 
Board will operate under the direction of a monetary council, whose members 
must also be Indonesian citizens. The council will determine the bank’s general 
monetary policy, including discount rates, the nature and extent of open market 
activities, the total volume of credits granted, and the general supervision of the 
credit system. It will also be responsible for the management of the country’s 
foreign exchange affairs, and for this purpose the Foreign Exchange Institute 
will be transferred to the bank. The bank will issue weekly abridged statements 
in which its operations as a bank of issue and as a commercial bank will be 
separately stated. 


Israel 


The Government has obtained Parliamentary approval for a property levy on 
movable and immovable property. The measure provides for the levying of a 
compulsory 18-year 23 per cent. loan on land and buildings, plantations, equipment 
other than for personal use, all types of vehicles, except bicycles, livestock, raw 
materials and finished or unfinished goods. Property owners are offered the 
alternative of paying the levy in the form of a direct tax amounting to 50 per 
cent. of the amount payable in the form of a loan. If the owner elects to pay the 
tax instead of the levy, he will have to discharge his obligations immediately, 
whereas the compulsory loan may be subscribed over a period of three years. 

Conversion rates for foreign currencies brought into the country by overseas 
visitors have been altered to give the tourist 80 per cent. more Israeli pounds 
than previously. 

Jamaica 

The Government has raised a loan of {3.6 millions on the London market by 
an issue of stock carrying a rate of 4} per cent. and redeemable in 1973-78. The 
loan was issued at {974 for each {100 nominal. The purposes of the loan are to 
finance development works, including an agricultural credit scheme, irrigation 
works, soil rehabilitation, railway improvements and water supplies. 


Japan 

An official mission headed by the chief of the Foreign Exchange Bureau of the 
Ministry of Finance, Mr. Takei Tojo, has visited London for discussions with 
British Government representatives on the future relationship between sterling 
and the Japanese yen. 

The Finance Minister has stated that Japan will have to use her foreign exchange 
sparingly as total holdings had dropped by the end of the first quarter of the year 
to about $1,031 millions. He added that government agencies were working on 
plans to re-shape the foreign exchange retention scheme with a view to promoting 
exports to the sterling and open account areas. 

Discussions with the British authorities on trade between Japan and the 
sterling area have resulted in Britain giving an undertaking to recommend to 
Colonial Governments certain limited relaxations of their present restrictions on 
their purchases—both for their own needs and for entrepét trade—of Japanese 
goods. This action is stated to be directed towards the maintenance, at the present 
level, of Japanese purchases from the sterling area. 

The Finance Minister has authorized the Japanese Import-Export Bank to 
lower the standard rate of interest for export finance from 7} to 7 per cent. and 
to reduce from 6 to 5 per cent. the minimum rate of interest granted for certain 
types of essential credit. 
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Mexico 
The Government has further increased import duties on a wide range of luxury 
goods. The changes are intended to provide the Government with scope for 
removing traditional export taxes with the object of directing the country’s trade 
into more productive channels. As a further step to promote domestic invest- 
ment and limit consumer expenditure, plans are being drawn up for a bond issue 
carrying a guarantee against a fall in real value due to changing price levels. 


Netherlands 


It has been stated that the Export Finance Company of The Hague, established 
in 1951 by the Dutch Reconstruction Bank and eight major private banks to 
finance the export of capital goods, has granted credits in the first eighteen months 
of its operation to a total of Fls. 83 millions. The export value of the goods (which 
were mainly freighters, tankers and railway materials) was Fls. 275 millions. At 
the end of 1952, applications for a further Fls. 56 millions of credit were under 
consideration. 

The Netherlands Bank has cut its Bank Rate by 4 per cent. to 2} per cent., 
the third reduction of this amount since January, 1952. The adjustment is believed 
to be due to the improvement in the country’s foreign exchange position. Following 
the reduction in the Bank Rate, the Finance Department has reduced the discount 
rates on Treasury paper by 1/16 per cent. for 3-month bills and by } per cent. for 
I-year, 3-year and 5-year notes. 


Pakistan 


The central Government has revived a war-time measure empowering it to 
enforce price control on essential goods. The new law enables the Government 
to control the price of any commodity for two years by declaring it “ essential”. 
This step has been taken in an effort to check the steep advance in prices that 
has followed the imposition of restrictions on imports and the contraction in food 
supplies. 

Pakistan has been granted assistance from the United States during 1952-53 
to a total value of $12} millions. 

The Bank of Tokyo has opened a branch in Karachi, its first in Pakistan. 


Syria 
The Exchange Office has “ unified’ the free and export market exchange 
rates, reducing the exchange system to two rates—the official and free market 
rates for authorised commercial transactions. The Exchange Office has also set 
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a uniform list of commission charges for buying and selling foreign exchange to 
be applied by authorized banks and exchange dealers. 


Turkey 


The Government has imposed a partial ban on imports from Britain because 
of the difficulty of earning sterling by exports to the sterling countries. 


United States 


In accordance with the new Government’s policy of funding a portion of the 
short-term National Debt, investors have been given an opportunity of purchasing 
up to $1,000 millions of 30-year 3} per cent. bonds. The Secretary of the Treasury 
has pointed out that the Government wants to finance its needs with the minimum 
expansion of bank credit and that the new bonds are designed to tap savings in 
insurance companies, savings banks and pension funds. The new bonds are the 
longest issued by any American Government since 1941, and bear the highest 
interest rate offered since 1933. 





Appointments and Retirements 





Committee of London Clearing Bankers—Mr. A. W. Tuke has been re-elected chairman 
and Lord Aldenham has been re-elected deputy chairman of the Committee of London Clearing 
Bankers. 

Bank of England—Mr. D. M. Randell, principal of the Discount Office, has been appointed 
Chief of Establishments in succession to the late Mr. Michael McGrath. Mr. H. S. Clarke 
to be principal and Mr. J. O. Hollom deputy principal of the Discount Office. 


London Discount Market Association—Mr. Henry D. Ryder has relinquished the chairman- 
ship, and Mr. A. W. Trinder has been elected chairman. Brigadier G. M. B. Portman to be 
deputy chairman. 


Barclays Bank—JLayswater: Mr. R. N. Hunt, from Hanger Lane and Park Royal, to be 
manager. Chiswick: Mr. H. Tymms, from Brentford, to be manager. /langer Lane and Park 
Royal: Mr. H. R. F. Attwood, from Millbank, to be manager. Highgate, Archway Rd.: Mr. 
S. M. Cooper, from Kensington High St., to be manager. Sillingham: Mr. J. S. Harrison, from 
Stockton-on-Tees, to be manager. Carlisle: Mr. A. G. Harrison, from South Shields, to be 
manager. Hayes, Mddx.: Mr. H. T. Whecler, from Birmingham, to be manager. Hetton-le-Hole: 
Mr. G. Gibbin, from South Shields, to be manager. Jichmond, Yorks.: Mr. J]. H. Stoker, from 
Billingham, to be manager. South Shields: Mr. J]. G. Walton, from Hetton-le-Hole, to be manager. 
British Linen Bank—Ai/marnock: Mr. J. K. Dallas, from Castle-Douglas, to be manager on 
retirement of Mr. R. H. Wilson. Castle-Douglas: Mr. W. R. B. McKay, from Wigtown, to be 
manager. Wigtown: Mr. J. McLeish Frame, from Newton-Stewart, to be joint manager in 
association with Mr. A. Matthews. Forfar: Mr. A. Sutherland, from Kirriemuir, to be joint 
manager in association with Mr. J. D. Hardie, on retirement of Mr. J. Patterson. Glasgow, 
Strathbungo: Mr. W. C. Dockery to be manager on retirement of Mr. J. Speirs. 

Clydesdale & North of Scotland Bank—Lanark: Mr. W. F. Taylor to be manager on Mr. 
Smith Cameron’s retirement. 

District Bank—The Earl Peel and Mr. Alfred Whittle, F.C.A., have been appointed to the 
board. Mr. W. E. English to be advances controller and Mr. C. J. Thompson assistant advances 
controller. Zvustee Dept., 57 King St., Manchester, 2: Mr. H. Stott and Mr. J. Scott Williamson 
to be joint trustee managers; Mr. G. E. Everatt to be trustee sub-manager. Birmingham: 
Mr. E. Dinwiddie, from Coventry, to be manager. Moss-side: Mr. S. Bottomley, from Pall 
Mall, to be manager. 

Glyn, Mills & Co.—Mr. Alexander Maitland, M.C., D.L., has retired from the board and Mr. 
David Fortune Landale has been appointed a director in his place. 

Hongkong and Shanghai Banking Corporation—Mr. M. W. Turner to be chief manager, 
Hong Kong, on retirement of the Hon. Sir Arthur Morse, C.B.E. 

Lloyds Bank—Board of Directors : Sir Oliver Franks, G.C.M.G., K.C.B., C.B.E., has been elected 
toaseaton the board. Head Office, Advance Dept.: Mr. W. E. Booth, an assistant chief controller, 
has retired owing to ill health. City Office: Mr. F. S. Dodson to be principal, foreign dept. 
Amesbury: Mr. E. J. Linnell, from Malvern, to be manager on retirement owing to ill health of 
Mr. P. Sanders. Birmingham, Aston Rd.: Mr. S. F. Bould, from Head Office, to be manager on 
retirement owing to ill health of Mr. C. H. Harrison. Blackheath: Mr. W. H. Timmis, from 
Longton, to be manager. Chesterfield: Mr. D. Thompson, from Leicester, to be manager in 
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succession to the late Mr. B. T. W. Moreton. Earls Court, S.W.: Mr. A. H. Collins to be manager 
on retirement of Mr. R. P. Gilbert. Gloucester: Mr. R. C. King, from Head Office, to be manager 
on retirement of Mr. W. F. M. Hopkins. Hastings: Mr. H. E. H. Gabriel, from Haywards Heath, 
to be manager on retirement of Mr. G. T. Bennett. Haywards Heath: Mr. H. W. F. Johnson, 
D.S.C., from Maidstone, to be manager. Stourbridge: Mr. R. A. May, from Birmingham, to be 
manager on retirement, owing to ill health, of Mr. G. F. J. Drew. 

Martins Bank—Lord Cromwell, D.S.O., M.C., L.L., J.P., K.St.J., has been appointed a member 
of the Midland district board, and Mr. R. A. Cookson, O.B.E., a member of the North Eastern 
district board. Barnstaple: Mr. C. Clark, from Wigton, to be manager of this new branch. Heaton 
Chapel: Mr. J. C. Higenbottam, from Manchester, to be manager. 

Midland Bank—Head Office: Mr. B. Ludbrook to be a general manager’s assistant; Mr. J. L. 
Boss, from Winchester House, to be a superintendent of branches. London—Church End: Mr. 
W. K. Young, from Stamford Hill, to be manager on retirement of Mr. J. F. F. Guly; West Kilburn: 
Mr. P. Beynon to be manager; Ludgate Hill: Mr. N. F. Cooper to be manager on retirement of 
Mr. L. Taylor; Stamford Hill: Mr. R. H. Bigg, from Dagenham, to be manager. Bradford, Foreign 
Branch: Mr. E. V. Knight to be manager in succession to the late Mr. G. W. Barr. Chichester: 
Mr. C. N. Brooker, from Tenby, to be manager on retirement of Mr. K. B. S. Smith. Corwen: 
Mr. E. R. Williams, from Bangor, to be manager on retirement of Mr. R. G. Lewis. Dagenham: 
Mr. J. C. Heap, from Reading, to be manager. Ledbury: Mr. F. C. Tucker, from Taunton, to be 
manager on retirement of Mr. J. Hackett. Liverpool, Broad Green: Mr. J. E. Greenwood, from 
Ormskirk, to be manager. Mountain Ash: Mr. T. W. Jenkins, from Swansea, to be manager, 
Tenby: Mr. E. D. Dowsett to be manager. Midland Bank Executor and Trustee Co., Ltd.—Head 
Office: Mr. A. Beardsmore, from Norwich, to be a superintendent of branches. Cardiff: Mr. 
G. H. Richards to be manager. Norwich: Mr. A. G. Bell, from Pall Mall, to be manager. 
National Bank of Scotland—Glasgow: Mr. W. Pettigrew, from Union Street, to be joint 
manager; Union St.: Mr. M. J. N. Ireland to be joint manager and will become sole manager 
in succession to Mr. Pettigrew. Forfar: Mr. W. W. Fotheringham, from Kirkwall, to be manager 
in succession to the late Mr. S. McGill. 

National Provincial Bank—Head Office: Mr. C. E. Jewell, from Administration Dept., to be 
an assistant general manager; Mr. W. M. Stokes, from Kingston-on-Thames, to be manager’s 
assistant, Administration Dept. Tyvustee Dept.: Mr. R. B. Wynne, manager, has assumed control 
on retirement of Mr. W. E. Pierce. Moseley, Birmingham: Mr. A. E. W. Price to be manager. 
East Grinstead: Mr. A. N. Sutton, from Norwich, to be manager. Honiton: Mr. H. C. Wallace, 
from Wareham, to be manager on Mr. J. A. Richman’s retirement. Mutley, Plymouth: Mr. F. E. 
Willett, from Devonport, to be manager. Sevenoaks: Mr. L. S. Johns, from East Grinstead, to 
be manager on Mr. C. F. Laughton’s retirement. Wareham: Mr. J. H. N. Rogers, from Shrews- 
bury, to be manager. 

Royal Bank of Scotland—Court of Directors: Mr. Alexander Maitland, Q.C., D.L., ordinary 
director, has retired. Gyvanton: Mr. J. Ewing, from Edinburgh, to be manager on retirement 
of Mr. G. B. G. Mill. Edinburgh, Stockbridge: Mr. G. Laurie, from head office, to be manezger 
on retirement of Mr. R. F. Lucas. Dundee: Mr. W. Brown to be manager on retirement 
of Mr. T. M. Rankin. Dunoon: Mr. D. Scott, from Dunfermline, to be manager. IJmverness and 
West End: Mr. R. M. Beaton, from Kirkwall, to be manager. fothesay: Mr. J. Stewart, from 
Dunoon, to be manager on retirement of Mr. D. McKechnie. 

Union Bank of Scotland—Port Glasgow: Mr. I. McFerlane, M.C., from Head Office, to be 
manager on retirement of Mr. J. M. Sinclair. Cullen and Portknockie: Mr. G. M. Strachan, from 
Torry, Aberdeen, to be manager on retirement of Mr. J. R. Webster. 

Westminster Bank—Head Office: Mr. J. R. Handscomb, T.D., from Addiscombe, and Mr. 
G. F. Osborne, from Canterbury, to be controllers’ assistants. Ashtead: Mr. A. H. Clements, 
from New Malden, to be manager. Selper: Mr. C. G. Flanders, from Wirksworth, to be manager 
on retirement of Mr. W. E. Clark. Bishopsgate: Mr. A. T. Moor to be manager of this new branch. 
Langport: Mr. J. R. G. Jenkins, from Taunton, to be manager. Sittingbourne : Mr. J. Brown 
to be manager on retirement of Mr. E. J. Roe. West Ealing: Mr. J. H. E. Munns, from Ashtead, 
to be manager on retirement of Mr. P. B. Clews. Wirksworth: Mr. E. Finney to be manager. 





A.B.C. of Commercial Credits 


The Manufacturers Trust Company of New York has issued a revised edition of its 
‘“A.B.C. of Commercial Letters of Credit ’’, first published in 1946. The new edition 
will be welcomed by many who have found the earlier one a handy source of reference 
on American practice—and that of many other countries—in the drawing-up and handling 
of letters of credit. A valuable addition has been made that includes the text of the 
Uniform Customs and Practice for Commercial Documentary Credits agreed by the 
Congress of the International Chamber of Commerce—an agreement to which the British 
banks, however, do not subscribe. Copies of the booklet may be obtained without charge 
from the Manufacturers Trust Company, either at its Head Office in New York or at the 
European Representative’s Office, 1 Cornhill, London, E.C.3. 
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‘ National Provincial: 
. Advances... -. 290.3 298.1 4O.Q - 12.4 
a % 6: na 35-4 37-2 - , - 
r - ! 553-9 §9.7T OF.- {.5 
' Investments .. - 165.9 230.9 L 97.1 2.3 
e, 0 20 2 2¢ y 
“ Westminster: 
, s > 
0 Advances - = 248.6 249.5 18.2 ba 
S- of 7a — 27 43 31.6 ‘ia — 
rac : a - 5 { 67] «5% aw 2 he 
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y 7. 26 3 <e 
it District : 
= Advances 7A ‘ia 60.1 62.6 7.5 -+ 1.0 
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id , SO ./ 00.2 02.2 >. 
Investments .. 7 71.5 OI.0 2.0 O.1 
= %/ 30.5 38.9 
Martins: 
be Advances _ “i 89.0 QGTr.4 12.4 [.4 
m o/ - 29.1 29.3 — oe a 
[ Investments .. ” 78.2 102.8 15.3 O.2 on gs! ee en 
: of a a 24.5 33.0 
S, Eleven Clearing Banks: : 
q Advances ne .. 1,897.0 1,925.2 152.6 -+25.8 
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Trend of Bank Liquidity 
1951 1952 (953 
Oct.t Nov. Dec. Feb. Mar. June Sept. Oct.t Dec. fan. Feb. Mar. 
on a “ : ! ? 
Liquid Assets :* % Y 7 : y y ° 2 


/0O /0 0) ‘) Oo 0 


Ws Ate ‘2 40.0 37-8 33.0 31.6 32.0 35-0 37-3 34-0 35-5 35-0 32. ' 31 8 
0" ~« 40.0 323.6 32:6 35:8 31.3 33:9 329 33st 232359 32.0 30. 30.1 
he Midland -» 40.2 32.5 34.1 31.3 31.1 34.4 36.4 35.0 360.5 35.7 33- 7%, 
he National Prov. 30.4 30.6 33.7 32.8 33.4 34.0 30-7 34-9 38:7 20:6 35.5 34.3 
sh Westminst¢ cr 76.9 320.4 20.8 33:3 231.2 34:4. 37-7 24:2 326.5 26.0 3644. 37.0 
‘ge eet 35.0 30.5 30.4 29.2 30.0 35-0 35.Qg 36.6 39-3 37-92 35-2 34.3 
he Martins 39.6 33.2 34.5 33:0 . 36.1 {0.0 411.0 36.6 28.2 30.3 33.1 is 2 
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* Cash, call money and bills. + Eve of monetary policy. { After second Fundin. 
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Banking Trends over Thirty Years* 
“‘ Risk ’’ Assets 
Liquid Assets 
Net Invest- Combined 

Averages Deposits Actual Ratio T.D.R.s ments Advances’ Ratio 
of Months: {mn. fmn. yA £mn. {mn. % 
Ig21 oF 1,759 680 38 -— 325 833 64 
Ig22 ve 1,727 O55 37 _ 391 750 64 
1923 1,625 551 35 - 350 761 67 
1924 1,015 545 33 — 341 $08 69 
1925 1,610 539 32 ~~ 230 856 69 
ig2e T,O15 53 32 — 205 892 70 
1927 1,061 553 32 —- 254 928 69 
1Q28 1,71! 554 33 -—~ 254 948 68 
192 1,745 565 32 —— 257 991 69 
i930 1,75! 599 33 mance 250 963 638 
1O31 1,715 500 32 — 301 91a 69 
1932 1,745 Ot 34 —- 348 544 67 
1933 1,909 O05 34 537 759 66 
1934 1,334 570 31 mis _ 753 - 
1935 1,951 623 31 — O15 709 69 
1936 2,088 692 32 ~~ 5I4 8 39 68 
193 2,100 713 32 - 643 865 68 
1937 2,225 683 30 - 552 954 70 
1935 2,218 672 30 —— 637 976 71 
1939 2,1SI 045 29 -— 608 QgI 71 
1940 2,410 735 31 73 666 955 65 
1941 2,863 676 2: 495 8g4 858 59 
1942 3,159 712 22 042 1,069 797 . 57 
1943 3,554 723 20 1,002 1,147 747 52 
1944 4,022 785 19 1,337 1,165 750 46 
1945 4,551 886 19 1,811 1,156 768 4I 
1946 4,932 1,230 25 1,492 1,345 888 44 
1947 5,403 1,046 29 1,305 1,474 1,107 40 
1948 5,713 [,703 29 1,28 1,479 1,320 47 
1949 5,772 1,920 32 933 1,505 1,440 49 
1950 5,811 2,345 39 430 1,505 1,603 52 
195! 5,931 2,308 35 249 1,624 1,822 56 
[g52 5,550 2,097 34 ~ 1,983 1,838 62 
1951: 

Oct 5,981 2,423 39.1 177 1,555 1,897 55-7 

Nov. 7 5.973 1,981 2 103 2,033 1,925 64.0 
1952: 

Jan. 5,95 2,092 33-9 O06 1,954 I,gi2 62.3 

Feb. 5,006 1,874 31.9 15 1,Q44 1,933 65.5 

March 5,685 1,872 31.8 1,935 1,940 66.0 

Jun: 5,817 2,106 34.7 — 1,91 1,860 62.3 

Sept 5,927 2,327 35.0 — [,921 1,748 59.9 

De 6,154 2,327 36.0 - 2,145 1,749 60.4 
1953: 

fan 0,044 2,217 35-4 2,148 1,754 H2.3 

ket 5,520 1,992 33.0 - 2,130 1,773 64.7 

Mar 5,542 1,994 32.9 -— 2,122 1,799 64.9 

* Ten clearing banks for 1921-35, thereafter eleven except for italicized line for 1930. 

y Bank statements immediately before and after the launching of the ‘‘ new’ monetary 


policy 


and the first special funding operation. 





Floating Debt 








April 18, 


April 1g, March 21, March 31, ~— April 11, 
1952 1953 1953 1953 1953 
fm. fm. fm £m. £m. 
Ways and Means Advances: 
Bank of England --— ~- 3.8 — — 
_ Public Departments 320.7 332.2 303.6 243.7 298.6 
Treasury Bills: 
Tender .. 2500.0 2810.0, = 2880.0 2950.0 
; conf rele 4400.6 pong 542.3 
Tap pee, 1579.! 1569.5 f 1585.3 1542-3 
Treasury deposit receipts — — -— — _ 
2 ei ee _ a coat tet ———————> 
4400.5 4711.7 $713.9 4709.0 4791-0 
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National Savings 
(£ millions) 




















Savings Savings 
Certi- Defence Savings Certi- Defence Savings 
ficates Bonds Banks Total | ficates Bonds Banks Lota! 
(net) (net) (net) Small | (net) (net) (net) Small 
1948 III —~ 4.5 -— 20.3 6.4 - 18.4 | 1951 Mar. 9.7 3.8 -— 5.8 79 
IV -7.2- 5.8 8.3 - 4.7 | April 7.9 = @.2 = 1.4 O.1 
| May 2.9 =~ @.48 -—84a.7 = €2,1 
1949 ‘I 7.3 - 1.4 52.2 58.1 June +-9 0.2 “12.5 = Fae 
II -1.5- 0.4 8.6 6.9 July I1.2- 0.7 -16.8 10, 3 
Ill -7.6-—- 4.8 - 2.7 -— 15.! Aug ~@.5- §.1. ~ 42 ~ 2 
IV -8.9- 5.1 - 3-2 - 17.2 sept 0.3 - 4-5 9.9 5.7 
Oct L.o=- 2 88.3 6.0 
1950s -5.5- 9.1 36.6 22.0 | Sat ng 7 . oe ry: 
II -10.9 — 9.6 6.4 — 14.1 | cee 7 vi = eee, eee * eee 
III -13.6- 7.5- 2.4- 23.5 | 1957130 ee ee ae 
IV ~8.6- 7.3- 4.3 - 20.2 08 7" fo Sep ee 
Mar. 3-7 - 15.9 5-5 - 6.7 
| April - 2.6 - 7.1 5-4 - 4.3 
1951 I 27.5 3.9 3-3 34-7 | May ~ 3.8 «212.6 ~ §.6 - 288 
I] 15.3 — 0.1 — 28.9 - 13.7 | June 1.5 —- 7.2 — 4.2 — 12.9 
ITI 1.0 — 10.3 - I1.5 — 20.8 | July ~3.7 = 9.9 88.3 - 26.5 
IV - 0.1 — 21.4 - 1.0 -— 22.5 | Aug ~ 0.9 - 10.2 = 3.1 = 14.2 
| Sept 0.1 5.6 — 3.5 9.2 
1952 I! 5.6 — 27.2 5.3 -— 0.3 Oct 2.9 1.0 2.0 5.9 
II —-7.9—- 25.9 — 4.4 — 38.2 | Nov 2.8 - 2.1 -—5.0- 4.9 
III 1.5 — 11.3 — 24.9 — 34.7 Dec 1.gQ- 2.1 —30.9 - 31.1 
IV FO 962 ~ 945 - Ps 1953 Jan 8.6- §.§ 4.0 7: 
Feb. 5-0 — 4.0 3.3 1.5 
1953 I 19.6 — 16.3 3.4 6.9 Mar 6.0 - 6.8 — 4.1 - Q 
Britain’s Gold and Dollar Reserves 
(Millions of U.S. dollars) 
Net Financed by : Reserves 
Detct —————_—_———_—________ ______. — at end of 
Years and U.S. and Purchases S. African Change Period 
Quarters Canadian from Gold American in 
Credits 1.M.F. Loan Aid Reserves 
1946 - 908 1123 — --- — + 220 2596 
1947 —~4131 3273 240 ~~ -— — 618 2079 
1948 -I710 352 128 325 OX2 — 223 1550 
1949 —1532 Tio 52 iigo — 163 1035 
1950 +805 45 - 762 +1612 3 300 
1951 ~1164 : - ' 199 — = 965 2335 
1952 - 917 425 — 489 i546 
1952: 
I ~ 636 I — 635 1700 
II — 210 — ~ 201 - 15 1935 
July —- 30 : - 61 + 31 1710 
August —- 8&9 - - 45 —- 44 1672 
September - I4 - 27 + 13 160385 
Ii] — 133 --~ -- - 133 — 1635 
October + 47 “ . — 35 + §2 1767 
November -+- IOI - -- 27 + 128 1895 
December. - 80 ~~ = ~ 31 —- 49 1846 
IV + 68 - ~ — 93 + 161 1346 
1953 - 
January + 88 “ ~_ 44 - 132 1973 
February .. + 92 ns + — 33 - 125 2103 
March + 34 — ~ — 29 63 2166 
I 214 — -— oa 106 +- 320 2100 
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BANK OF SCOTLAND 





An Important Development 





Lord Elphinstone on the Successful Merger 





HE annual general meeting of the Pro- 

prietors of the Bank of Scotland was held 

on April 7 within the Head Office, 
Edinburgh. 

The — Honourable Lord Elphinstone, 
x.f., Governor of the Bank, presided and, 1 
the course of his speech, said: The past year 
has seen a most important development in the 
Bank’s history. 1 refer to the amalgamation 
with the Union Bank of Scotland Ltd., the 
first stage of which has been satisfactorily 
concluded. Ownership of the whole share 
eapital of the Union Bank is now vested in the 
Bank of Scotland. While the amalgamation 
has at this stage taken this form the aim and 
object of the merger is to unite completely 
the undertakings of both Banks under the 
name and constitution of the Bank of Scotland 
and this will be accomplished in due time. In 
the einen the Union Bank will continue 
to operate as hitherto. 


Balance Sheet 

The Balance Sheet which is presented shows 
all its customary strength. A new entry in the 
Balance Sheet records the holding of the 
share capital of the Union Bank. This 
appears at £2,100,000, the par value of the 
stock of the Bank issued in exchange for it. 

The vear’s accounts include dividend from 
the Union Bank for the period from October 
23, 1952-—the date at which the offer to 
acquire the share capital became effective. 
This amounts to £75,748 before deduction of 
income tax. 

The net profit for the year amounts to 
(341,711. Adding thereto the balance brought 
torward of £191,099 there is available /532,810. 
From this there has been transferred to Reserve 
flor Contingencies £100,000, and to Staff Pen- 
sion Fund £30,000, leaving /402,81e. An 
interim dividend of 6 per cent. actual on 
{2,400,000 stock of the Bank was paid on 
October 15, 1952, requiring, less income tax, 
{75,000, and a final dividend of 6 per cent. 
actual is now recommended payabie on 
‘4,500,000 stock of the Bank which will 
require, less income tax, £141,750, leaving a 
balance to be carried forward of £185,460. 

These results, which I think you will regard 
as satisfactory, cover a vear of change in the 
Bank’s capitalisation and direct comparison 
with previous years is therefore inappropriate. 
[t will be seen, however, that while the stock 
issued by the Bank in exchange for the shares 
of the Union Bank will receive six months’ 
dividend, the Bank’s profit and loss account 
has only been credited with dividend in respect 
of the Union Bank shares for a period slightly 
in excess of four months. 

Banking Conditions During the Year 

Banking conditions have been dominated 
during the year by the increase in the Bank 
Rate ‘made in March, 1952, and the stricter 
application of credit restrictions. These 
measures, dictated by the need to preserve 


the financial resources of the nation, have, 
along with more rigid control of imports, 
succeeded in arresting the drain on the coun- 
try’s exchange reserves and for this we must 
be thankful. There is, however, no occasion 
as yet to believe that any major relaxation of 
these measures is likely. The country’s inter- 
national trade position is much too precarious 
to justify any such expectations and the need 
to stimulate export trade remains as great as 
ever. It is only by increased saving and 
increased production that the situation can 
be permanently bettered. 

The persistently high level of taxation with 
its deadening etfect on enterprise and en- 
deavour is serious. Reduced spending by 
Government is the obvious means of effecting 
reduction, but while this is easily said it is 
not so easy to indicate where that can be 
achieved. The Chancellor of the Exchequer 
has no light task in dealing with this so long 
as rearmament expenditure, the housing pro- 
eramme and the social services of a welfare 
state continue to make their present demands. 
Nevertheless, the need for reduction and 
simplification of taxation is clearly imperative. 
The total time spent in dealing with taxation 
problems must be absorbing the country’s best 
brains at a time when their employment in 
productive enterprise could not have been 
more valuable. 

Conditions in Scotland 

Caken over all conditions in Scotland during 
the past twelve months have tended to be 
somewhat less favourable than in recent years. 
The continued rise in unemployment is a 
distressing feature of the times and this is all 
the more disturbing as statistics show the 
trend to be greater in the non-industrial areas 
than in the towns and greatest of all in the 
Crofter Counties. 

The Scottish iron and steel industry has 
been adversely affected throughout the year 
by a shortage of the scrap on which it so 
largely depends. This, coupled with increas- 
ing scarcity of basic materials, has had some 
effect in the heavy industries generally. In 
textiles, apart from jute where conditions have 
been more favourable than for some time 
past, Scottish mills have shared in the difficult 
trading situation experienced throughout the 
world in this industry. Coal mining, too, has 
failed to respond with the increased production 
which was anticipated notwithstanding the 
large amount of re-equipment and modern 
machinery which has gone into the mines 

Turning to the brighter side of the picture, 
it gives pleasure to record in the vital farming 
industry a successful year, with increased 
production in some commodities and excellent 
crops timeously secured during particularly 
favourable harvest weather. In our lending 
policy we have continued to support Scottish 
agriculture to the fullest extent compatible 
with normal banking prudence. 

The report was adopted. 
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HE fifty-third annual general meeting 

of the National Bank of Egypt was held 

on March 25 in Cairo, when the report of 
the directors, and the balance sheet as follows, 
were submitted :— 


BALANCE SHEET, DECEMBER 31, 1952 
ISSUE DEPARTMENT 











LIABILITIES fF. MM. 
Notes issued . .. 209,000,000 000 
Reserve (Art. 14 of Law 57 of 1951) oad 11,760,711 521 
220,760,711 521 
SSG AR TR TREE 
ASSETS £E. MM. 
Gold .. 60,552,606 439 
Egyptian and Foreign Government Tre asury 
Bills and Securities " 160,208,105 082 
220,760,711 521 
SOL A ER 5S TT 
BANKING DEPARTMENT 
LIABILITIES fE. MM. 
Share Capital: 
(300,000 fully paid shares of {E10 each) 3,000,000 000 
Reserve Fund: 
Statutory reserve... £E.1,500,000 . 000 
Special reserve .. £E.1,500,000 . 000 





3,000,000 000 
Egyptian Government ‘ Special Treasury 
Bills account’’ (Art. 14 of Law 57 of 


1951) ; “s - “x 70,000,000 O00 
Egyptian Government “ Special Treasury 

Bills account ’’ (Law 294 of 1952) ¥ 7,855,854 286 
Sudan Government . 1,934,518 923. 
Banks in Egypt (Art. 19 of Law 57 of 1951) 38,157,885 977 
Current Deposit and other Accounts ; 63,378,813 690 
Cheques payable eit ; ,; ne 319,380 640 


ee 


Sundry other Accounts ,171,611r 618 
Provision for payment of final dividend 
at the rate of 16 per cent. p.a. .. , 480,000 000 
Profit and Loss account, b:z lance .. - 253,040 555 
Contra Accounts: 
Credits Opened and Letters of Guarantee 
issued, &c. i <a 4 30, 013731439 42 I 


219,924,545 I10 











2 Oa ee AA 5 te AAO aE 
ASSETS fE. MM. 
Egyptian and Foreign Governnient Treasury 
Bills and Securities and Securities guaran- 
teed by the Egyptian Government .. 131,110,679 229 
Sundry Securities .. ba 657,679 970 
Advances to the E gyptian Governm« 4,872,214 275 
Advances to Banks in Egypt : 
on merchandise .. £E. 700,000. 000 
on securities .. $£E.3,748,626 . 375 





ast 


- 4,445,026 37: 


Other Advances : 





on merchandise .. .? .9,976,370 . 685 

OR securities .. 4£E.2,778,560 . 897 
12,754,931 552 
Sundry other advances al +3 a 5,209,074 477 
Bills discounted 884,080 266 

Foreign Bankers and Correspondents and 
Money at Call ; a - 19,556,745 766 
Sundry other accounts a - a 1,266,830 000 
Buildings Pp eb re ca 100,000 IOI 


Cash : 
N.B.E. Notes .. £E.8,483,047 . 250 
Other notesandcoin £E. 206,596. 398 





8,639,643 045 
Contra Accounts : 
Clients’ Liability for Credits Opened, 
Letters of Guarantee issued, &c. -+ 30,373,439 421 








219,924,545 110 


GETS HER: veers: 
MOHAMED AMIN FIERY 
SADIK HENEIN \ ne Governor. 


TAHER EL Lozy / Directors. 


PROFIT AND LOSS ACCOUNT 


Dr. £E. MM. 

Directors’ fees ind oi oe ee 19,504 099 

Current expenses... " 1,719,609 481 

Interim dividend at the rate of 4% , p.a. ef 120,000 000 
Provision for payment of final dividend it 

the rate of 16% p.a. =. is ar 480,000 000 

Balance carried forward... sal as 253,040 555 





2,592,154 135 


RE NRO STR LE ES PRE 
Cr. LE. MM. 
Gross profit for the year ended December 
31, 1952, after providing for depreciation 
on buildings and furniture, for rebate of 
discount, for doubtful debts and con- 
tingencies . 7 2,371,317 043 
Balance brought forward from last year a 220,337 092 





2,592,154 135 
ere 
ee Se ke 


Addressing the meeting, Mr. Aly Shamsy, 
the president, said :— 

The year 1952 was not a good one for 
Egypt's economy. 

Two years of official intervention in the 
cotton market resulted in the disorganization 
of the Egyptian price mechanism during the 
1950-51 and 1951-52 seasons. Thus, this 
mechanism no longer functioned normally, but 
only in the direction of a rise which was 
almost continuous up to the spring oi last 
year. 

Undoubtedly, the cultivator found _ this 
profitable, but perhaps he did not realize that, 
at the high prices at which the authorities 
had decided to buy, the export of stocks 
acquired in this wav was gravely compromised. 
This policy raised his expectations, which 
subsequent events showed to be _ illusory. 
Indeed, the fall in the prices of raw materials 
that followed the localization of events mm 
KXorea was felt in world markets as early as 
the first half of 1951. Cotton producing 
countries, in particular, suffered on this 
account owing to the double effect of import 
restrictions imposed by certain countries, and 
of the slackening in demand from the textile 
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industry. ‘et, it was in the face of this 
situation, symptomatic of a recession, that 
Egypt gave new life to inflation by imposing, 
through her price pohcy, a virtual embargo 
on exports. 

Our fears, then, were only too justified when 
we told you here, in March, 1952, that the 
search for ever higher prices, without regard 
to international prices, was highly injurious 
to the whole of the national economy. At 
the beginning of this season the authorities 
held 1,800,000 cantars of cotton from the two 
preceding campaigns, which had cost more 
than ££50,000,000, and there 1s every reason to 
believe that the disposal of this stock will 
mean a substantial loss to the budgetary 
resources, Which the present economic condi- 
tions threaten to lessen still further. 

Indeed, owmg to the difficulties of cotton 
marketing during the 1951-52 season, the infla- 
tionary situation we were formerly facing has 
now been succeeded by signs characteristic 
of deflation, the direct causes of which are 
to be found in the fall of prices and the relative 
stagnation of exports. 

The precursory signs were already evident 
in May, 1952, in the sagging of the wholesale 
price and cost-of-living indices, in the growing 
number of protests and insolvencies, in the 
falling-otf in the budgetary receipts, in the 
drastic fall in our exports and the gradual 
deterioration in the balance of payments, 
which resulted in the fall of our free sterling 
balance to a critical level. These deflationary 
tendencies were accentuated towards the end 
of the year and were evidenced by a io per 
cent. fall in one year of the wholesale price 
index, of 11 per cent. in that of the cost of 
living, by a fall in stock and share values 
and by signs of unemployment, together with 
a falling-otf both in production and the volume 
of business. If these tendencies have not 
resulted in the contraction of the monetary 
circulation, it is because there was an outflow 
of notes occasioned by withdrawals of deposits 
and the settlement of cotton purchases by the 
Government, rather than by creation of credit 
in the private sector. 

The authorities were wisely inspired, firstly, 
in suppressing the export tax for the period 
May to August, 1952. Moreover, in Nov- 
ember cotton prices were brought into line 
with those of America. This new contingency 
has naturally resulted in the reduction of in- 
come derived from agricuiture and the value 
of our exports. It follows that there will be 
a tendency for imports to diminish, thereby 
accentuating the contraction due to the restric- 
tive measures taken by the authorities. In this 
way the inflationary situation which was 
steadily debasing the internal purchasing power 
oi the currency will be gradually mitigated. 

However, the fall in the national income 
ought not to be aggravated by an abstention 
on the part of certain sectors of the economy 
from their normal activities. Such an atti- 
tude may perhaps arise from the publication 
in the local Press of what are termed draft 
laws which, although they may not later be 
Promulgated, raise fears of interference with 
the necessary freedom of enterprise. Similarly, 


initiative may be discouraged as a result of 
administrative delays. A favourable psycho- 
logical atmosphere is essential in order to 
encourage the full utilization of available or 
potential resources. 

It is pleasing to state that the new regime 
seems fully cognisant of this necessity as 
evidenced by the appropriate measures they 
have already taken or are in course of taking. 
We may here cite the steps with which it is 
sought to safeguard Egyptian as well as foreign 
capital, the spirit which inspired the promul- 
gation of the recent Mines and Quarries Law, 
and the establishment of the Permanent Board 
for National Production. 


The Agrarian Reform 


Circumstances have ordained that the 
agrarian reform should come into force at 
a time of economic depression, and some may 
thus be tempted to connect the depression with 
the reform. In fact, the effects of the reces- 
sion are of a passing nature whilst the evil 
from which Egypt is suffering and which the 
reform is intended to remedy, is endemic. 
You are well aware of the facts—overpopu- 
lation which the relative smallness of the 
cultivated area and the extreme disproportion 
of estates made more and more obvious and, 
in consequence, more conducive to extremist 
solutions. Now, happily introduced within 
the framework of law and order, the reform 
appears to us, notwithstanding transitional 
difficulties and vicissitudes, the commencement 
of an era which will ultimately create in Egypt 
a more balanced society. 

Certainly, the reform provides only a partial 
sojution to the problem of the landless peasan- 
try, but then it does not pretend by itseli 
alone to remedy the deficiencies of a lengthy 
past. The truth is that Egypt has insufficient 
cultivated land; during 50 years the cultivated 
area has increased by only a quarter, whilst 
the population has doubled. 

Here lies, therefore, a problem which attects 
the present as well as the future. 

In the immediate present, it is particularly 
necessary to ensure the maintenance of agricu!- 
tural production, however precarious its level 
may have been in the past. Carrying out the 
reform with its regulation of leases, wages, and 
additional taxation could adversely affect the 
level of production in the initial stages. More- 
over, the spirit of enterprise that hitherto a 
number of landed proprietors have shown 
may henceforth tend to decline. That is why 
the task that has devolved upon the produc- 
tion committees, on the various levels, appears 
to us to be fundamental during the period of 
transition, if only to secure the maintenance of 
crop rotation and quality. The improvements 
yield in which they seek to initiate, the earnest 
attempt to make full use of existing capital in- 
vested in machines, drainage works, and canals, 
could compensate here and there for temporary 
setbacks that might appear in some places. 

Taking the long view, it is the expansion 
over-all production that must be sought, but it 
would be vain to pretend that, in the conditions 
that are peculiar to Egypt, one could reach this 
goal without rational planning. The degree of 
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state planning that this development implies 
leads us to hope that it will be accompanied 
by an improvement in the technical competence 
of the administrative personnel responsible for 
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Its success. 

Nevertheless, increased production as well 
as improved quality and yield would remain 
insufficient 1, at the same time, the cultivated 
area is not expanded. Agricultural production 
still remains the basis of the Egyptian economy. 
det us not forget that about two-thirds of 
the active male population continue to earn 
their living from agriculture. It 1s only by 
the reclamation of more land that the purchas- 
ing power of the masses will grow and, that 
at the succeeding stage, they will be in a posi- 
tion to acquire the products of industry which 
could expand, but remains limited so long as 


a low standard of living continues. Given 
this order of priorities, industry should be 


able to absorb the surplus of the rural popula- 
tion. Lastly, production could en- 
courage the growth of thrift, in the widest 
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sense of that term, and by this means contri- 
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increased 


hte to cconomic expansion. 

Financing the agrarian reform involves the 
vranting of compensation for the requisitioned 
land by means of bonds issued by the State 
and the collection of revenue for the 
thereof. Scen from the angle of the State's 
responsibilities, the two operations are closely 
inter-related. Spread over the period of 30 
vears, and assuming that the annuities due 
by the peasants who benefit from the reform 
are paid with the regularity necessary to ensure 
the service and eventual redemption of the 
both operations should present no 
major ditheulty. This indispensable balanc- 
ing of outgoings with receipts does, however, 
raise the problem of the peasants’ liquid finan- 
cial position and the availability of credit that 
until now had been provided to a certain 
extent by the dispossessed landowner. 
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In the past a number of big landowners 
often acted as bankers, which made it easier 
tor the peasant to buv his requirements of 
seed, fertilisers, cattle, and equipment. Under 
he terms of the Agranian Reform Law the 
distribution of credit will in future be under- 
taken by agricultural cooperatives. ‘This fact 
indicates the importance attributed to their 
task, but at the same time it should not be 
that they will require adequate 
resources Since the provision of 
credit falls in the last resort on 
the Credit Agricole et Coopératif, it would 
appear essential that this institution should 
have at its disposal a volume of funds that 
will be sutficient to meet the needs created by 
the reform Experience will determine the 
extent of the funds required, and, allowing for 
the observance of usual precautions, delays in 
granting credit to solvent applicants ought to 
be avoided in order that agricultural produc- 
tion may not suffer any setback. 
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As to the conditions governing the issue of 
the agrarian reform bonds, the law _ has 
described their general nature. They will be 
issued as and when required for expropriations 
made within the prescribed five-year limit; 
they will bear interest at 3 per cent. and they 


will eventually be redeemed in 30 years. A 
board, including the Governor of the National 
Bank, will administer the financing of the 
reform and ensure the service of these bonds as 
well as their redemption. A special account 
for the fund will be kept at the National Bank, 
where receipts derived from the annuities paid 
by the peasants benefiting under the reform 
will be centralized. Since these annual pay- 
ments, under the terms of the law, must exceed 
by 15 per cent. the cost of indemnifying the 
dispossessed landowners, it would seem that 


this extra provision will protect the State 
budget from additional calls being made 


upon it. 

According to estimates based on the total 
area to be requisitioned and the procedure 
for calculating the indemnification laid down 
by the law, the amount of the bonds to be 
issued will vary between fF: 150 and £E200 
million, the lower figure appearing to be more 
likely. Taking the relatively moderate figure 
of the public debt, this contingent burden does 
not appear disproportionate in relation to 
taxable capacity or to the national income. 

As to the circulation of the bonds, although 
it is desirable that they should not be the basis 
of an excessive expansion of credit in order 
to avoid inflation of the money supply, yet 
it is equally desirable that they be readily 
marketable. 


Cotton 

The present cotton season began in rather 
unfavourable conditions. A number of factors 
are the cause of the dullness that weighs upon 
the market. 

In the first place, there are external factors. 
Indeed, the crisis that the world textile in- 
dustry has been passing through for some 
eighteen months, and which is due not only 
to slackening of demand but also to the 
abundance of stocks accumulated two or three 
vears ago, is at the root of the difficulties that 
cotton production is facing. The crisis 1s 
being felt particularly in the spinning of fine 
cotton, which naturally affects our Karnak. 

Furthermore, the volume of the American 
crop, estimated at more than 15 million bales, 
constitutes a serious element of competition, 
to which has lately been added the competition 
of other producer countries which may not 
be inclined to take very much account of the 
prices of cotton in America or elsewhere. 

Lastly, the very marked falling-off of pur- 
chases by foreign spinners, in particular those 
of Lancashire, since September, 1951, has at 
least had the etfect of increasing our stocks at 
the end of iast season. 

As for internal factors, they spring especially 
from the abundance of our supply, of Karnak 
in particular. Moreover, at the beginning ot 
the season, our prices, which included the 
export tax, were relatively high. | 

Stocks brought forward from the preceding 
season amounted to about 2,180,009 cantars, 
of which go00,000 cantars were Karnak and 
Menoufi. To this carry-over has to be added 
the 1952-53 crop estimated at 9} million 
cantars, of which nearly 3,800,000 cantars 
were Karnak, making a total of nearly I? 
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million cantars at the beginning of the season, 
of which 4,700,000 cantars were Karnak. 
Apart from the 1949-50 season, during which 
Egypt disposed of nearly 4,000,000 cantars of 
Karnak, our exports of that variety since 
ig48-49 have ranged between 2,000,000 and 
2,600,000 cantars only. Stocks of Karnak, 
therefore, appear relatively high. That is why 
the authorities wisely decided to reduce the 
cotton acreage for the next three seasons to 
30 per cent. of the cultivated area, against 
yo per cent. for the preceding season. The 
trend of our Karnak exports will determine 
whether there ought, in the future, to be further 
restrictions on the cultivation of this variety. 

As for prices, they have tended to fall since 
1952, influenced as much by the 
weight of the American crop as of our own. 
Ashmouni (good) was quoted at 67 tallaris at 
the beginning of this season, and Karnak 
(good) at 82 tallaris: at the end of December, 
i952, quotations were 55 and 62. tallaris, 
respectively, on the spot market. At these 
prices the estimated total value of the present 
crop can be put at about /E120,000,000, as 
against 4E160,000,000 for the 1951-52 crop 
and t tf. 200,000,000 for that o 


september, 
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To measure the decline in our prices one 
must go back to December, 1950, when 
Ashmount was 130 tallaris and Ikarnak 138. 
In the space of two years, therefore, our prices 
have fallen by more than 50 per cent., while 
\merican prices declined by only about 24 per 
cent. The situation at Alexandria had been 
aggravated to the point where one may go so 
far as to suggest that, at the beginning of 1952, 
the cotton market was under the shadow of 
a financial crash almost without parallel. It 
was avoided just in time by appropriate 
countermeasures which were evolved in the 
spirit of solidarity displayed by all those 
concerned 
That is why the return to more realistic 
ideas, initiated by the authorities in November, 
1952, appears salutary, however sharp may be 
the drop in agricultural incomes and profound 
the repercussions on the over-all national 
Income. Sooner or later tribute has to be 
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paid to the law of supply and demand. But 
let us remember that, although at the prices 
at which the authorities are purchasing— 
namely, 60 and 67.50 tallaris for Ashmouni 
and Karnak (grade good) respectively (thought 
by some to be on the high side)—-the land- 
owner is reaping a reasonable profit, the same 
cannot perhaps be said of the tenant, who 
has had to pay rent fixed at the time when 
cotton prices were much higher. 

The alignment of the prices of our cottons 
with those of America, with to per cent. added 
lor Ashmouni (later reduced to 5 per cent.) 
and 30 per cent. for Karnak, should normally 
assure jor Egypt sufficient outlets for her 
cotton, 

The closing of the futures market, decreed 
at the same time, had as its object to put an 
end to speculative manoeuvres in a market 
that had much too often suffered from such 
operations since its reopening in 1948. This 
could not be done without provoking some 
difficulties for cotton exporters and merchants, 


but these have been, or are gradually being, 
overcome. 

Stocks at the present moment, or, more 
exactly, at the end of February, 1953, appear 
high. They are estimated at 8 million cantars, 
of which nearly 4$ million cantars are held by 
the Government. Of this total, Karnak 
accounts for 3} million cantars. At the end 
of February, 1952, the total stock was 6} 
million cantars. 

As to the prospects for next season, it is 
as yet too early to estimate to what degree 
the slight recovery in the world’s textile 
industry that has been apparent in recent 
months will continue to expand. 

Unless unforeseen circumstances intervene, 
it appears from the estimates of existing stocks 
and of probable world production that the 
carry-over at the end of the season may be 
such as to weaken prices further. For this 
reason, 1t seems probable that Egypt, during 
the course of next season, will have to main- 
tain a constant watch over the price competi- 
tion of producing countries, not necessarily 
those of the United States alone. In other 
words, her price policy should perhaps be 
imbued with even more flexibility. 


¥Yoreign Trade 

The decline in Egypt's foreign trade balance 
since 1945, latterly accentuated, continued 
during 1952. 

This disequilibrium derives especially from 
the particularly pronounced fall in cotton 
prices. While, in tonnage, the 1952 cotton 
exports reached six million cantars (a figure 
slightly above that for 1951) in value they 
showed a very marked decrease, falling from 
{E164 million to £126 million. 

Total imports have fallen considerably— 
from 4242 million in 1951 to £E216 million 
in 1952. Exports were also reduced, falling 
from {E203 million in 1951 to E145 million 
in 1952. The deficit in the balance of trade 
rose from £F39 million in 1951 to £E71 million 
in 1952. 

Wheat continues to head the list of our 
imports. Having diminished in tonnage to 
710,000 tons 1n [952, against Over 1,000,000 
tons in 1951, wheat imports reached more than 
£1232 million in value in 1952, compared with 
£1234 million in 1951. 

Apart from the considerable reduction in 
the value of cotton exports, rice exports de- 
clined considerably both in tonnage and in 
value. Whilst in tg51 rice shipments amounted 
to 307,000 tons, valued at over 4E14 million, 
in 1952 they fell to 14,000 tons, valued at less 
than Er million. The cause lies in the sharp 
decrease in production due to a lower Nile 
flood; the crop in 1950 amounted to 1,240,000 
tons, against 630,000 tons last year, that is, 
about half. In addition to a reduction in acre- 
age the average vield per feddan was also less; 
in both cases of the order of about 30 per cent. 

The course of our trade with a number otf 
countries underwent profound changes during 
1952. It was especially unfavourable with the 
United Kingdom. Exports to that country 
reached only 57,000 tons in volume, valued 
at less than 4E7 million, of which cotton 
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accounted for ¢E5 million. In 1951 the corre- 
sponding figures were 132,000 tons and £E39 
million. On the other hand, imports from 
Great Britain did not decline in 1951 in the 
same proportion—they reached nearly £E30 
million, as against {E42 million, and the deficit 
has thus risen to E23 million, compared with 
£123 million in 1951. A similar development 
took place in cotton exports to India, and 
Egypt's credit balance with that country was 
considerably reduced. In 1951 the surplus was 
nearly {E25 million; in 1952 it fell to 4E9 
million. Viewed from the angle of the balance 
of payments, the less satisfactory volume of 
trade with India has rendered the total sterling 
deficit more marked. 

As a result of the setback in our exports to 
Great Britain and India, France became 
Egypt’s best customer in 1952, with more than 
#E18 million, closely followed by the United 
States and Italy. The United Kingdom occupies 
only the ninth place. 


The Balance of Payments 

The inflationary financing of the 1951-52 
cotton crop had a very pronounced effect upon 
the balance of payments and on Egypt’s 
foreign currency reserves. It is provisionally 
estimated that the 1952 deficit amounted to 
a total of {E60 million. This deficit, which is 
three times that of 1951 and four times that 
of 1950, gives a clear indication of the un- 
favourable trend in our foreign payments. 
Expressed in foreign currency, it amounts to 
about 43 million pounds sterling, and 45 
million dollars. Whilst, in 1951, the trade 
deficit, which amounted to 4E4o million, had 
been largely reduced by the surplus from in- 
visible receipts (to the extent of £E20 million), 
the surplus only slightly offset the unfavour- 
able balance of trade in 1952. 

The reasons for the worsening of the deficit 
with the sterling area have already been men- 
tioned. Our holdings in free sterling fell to 
such a critical level at the end of last October 
that the British Government finally agreed to 
release two months in advance £5 million from 
the total of 415 million due to be unblocked 
in 1953. During the preceding weeks Egypt 
had been obliged to sell dollars in New York 
in order to acquire a sum of about 4 million 
pounds in sterling. 

In the field of invisible receipts let us note 
that those arising from Suez Canal transit 
dues have been maintained at a level very 
nearly equivalent to those for 1951-——namely, 
(E27 million, whilst expenditure by the British 
Army in the Canal zone showed a marked re- 
duction: falling from nearly {E15 million in 
1951 to about #E4 million in 1952. Similarly 
invisible receipts from other sources registered 
a decline. 

The deterioration in the dollar deficit is due 
to purchases oi wheat. In fact, we continuc 
to rely on ioreign countries, and particularly 
the dollar area, for a very important part of 
our consumption of this commodity. The 
authorities have just demonstrated that they 
are aware of this problem, but for a long time 
to come Egyptian production will net be able 
entirely to satisfy internal demand. It is pre- 


cisely because of similar eventualities that 
Egypt must have at her disposal reserves in 
convertible currencies, which would shield l:er 
from the effects of a bad harvest or from 
wide fluctuations in commodity prices. 


Trade Relations 

Egypt's trade relations with some ot her 
principal customers are at present governed 
by payments agreements. Results to date go 
to show that these agreements have contributed 
to the development of our commerce, and on 
the whole, the tendency has been for the 
accounts to balance without giving rise to any 
appreciable difficulties. ; 

With France, the clearing account at one 
moment showed a balance of E11 million in 
her favour, which considerably exceeded the 
ceiling of £E4 million stipulated in the agree- 
ment. To-day the balance is below the ceiling. 

At present we have payments agreements 
with most Continental countries and with cer- 
tain countries in the Middle East, while others 
are being negotiated or are in the course of 
ratification. They all have one point in 
common, the fixing of a ceiling to the debtor 
position which either party may reach. This 
allows a certain freedom of action without in 
most cases occasioning the use of a third 
currency. The principal agreements provide, 
moreover, for the almost complete freedom o/ 
imports. 

As regards the mechanism of the Egyptian 
export pound it would appear that the results 
so far achieved have not entirely fulfilled the 
objects which the authorities had in mind. 
Under the latest rules it became no more than 
an additional facility tending to increase 
exports. It was found, however, that the 
market in export pounds was too narrow and 
thus had the effect of limiting the financing of 
cotton exports. For this reason the authori- 
ties, in order to remedy the situation, recently 
introduced the import entitlement account, the 
object of which is further to expand our 
exports. 

Note Circulation 


The total of the circulation amounted to 
about E206 million on December 31, 1952, a 
figure practically equal to that on December 
31, 1951. For the first time since 10948, the 
continuous expansion in the note circulation 


has slowed down. Whilst the percentage of 


annual expansion was almost zero in 1932, 
it amounted to 9 per cent. In 1951, [0 per 
cent. in 1950, 8 per cent. in 1949, and Io per 


cent. in 1948. 

In contrast to the stability of the circula- 
tion in 1952, one must emphasize the very sharp 
decline in the total deposits of the clearing 
banks (including our own) which from a total 
of ££255 million at the end of December, 
1951, fell to E212 million at the end of 
December, 1952, a reduction of 443 muilion. 
\s a result, the total money supply (circula- 
tion plus deposits) which amounted to £1460 
million in December, 1951, shrank by about 
{E41 million within the space of a year, @ 
fact which well reflects the varied aspects ol 
the economic depression referred to in this 
survey. 
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The movement of the counterpart of the 
money supply in 1952 is no less instructive. 
It indicates two movements in opposite direc- 
tions: first, a drastic reduction in Egypt's 
foreign assets due to the deficit in the balance 
of payments—namely, E62 million; secondly, 
an increase in the items corresponding to the 
advances by the bank to the Government for 
financing the cotton crop, as well as certain 
investments—namely, £E31 million. 

In the fall in deposits of about £E 43 million 
those of the Government account for /E25 
million, and it might have been expected that 
at least a part of the notes issued as a result 
of these withdrawals would have returned to 
deposits of the public. This may indicate a 
tendency to hoarding. 

This tendency is even more apparent if 
the trends of circulation and deposits are 
examined in relation to the movement of the 
money supply since December, 1947. Within 
five years deposits have declined by E75 
million (Government deposits — 79, private 
deposits -}+ 4), whereas the circulation has 
increased by {E65 million. 

Even allowing for the development in the 
use of bank notes by a larger section of the 
population, the movement of deposits and of 
the circulation in opposite directions seems to 
reveal a preference for the note that cannot 
be explained except by the feeling of uneasi- 
ness to which we have previously alluded. 

As far as the note cover is concerned, you 
will recall that the Central Bank Law promul- 
gated in 1951 provided for the revaluation of 
gold on the basis of the parity established by 
the International Monetary Fund in Septem- 
ber, 1949. The law stipulated that the net 
surplus resulting from revaluation—namely, 
f{E11,760,711—should accrue to the Govern- 
ment, and that it would figure in a special 
account in the Note Issue Department with 
a view to consolidating the value of the 
currency. The purchases of gold effected since 
that date having raised the gold cover to 
{E60 million, the Government has decided that 
the strengthening of the currency resulting 
therefrom permits the use of the surplus from 
revaluation in financing a number of develop- 
ment projects, including the reclamation of 
land for the production of food. This expected 
increase in production should result in a 
reduction in imports and, consequently, a 
saving in foreign exchange. 

After consultation with the bank, the 
Government issued a decree-law on February 
19, modifying Article 14 of the Central Bank 
Law in order to allow the Government to 
utilize the amount in question for the desired 
purpose. In a letter addressed to the bank 
on this subject, the Minister of Finance and 
Economy has confirmed that this measure 
does not in any way affect the rights which 
accrue to the bank from the interpretation of 
paragraphs 5 and 6 of the letters exchanged 
between the Ministry of Finance and the bank 
in April, 1951. 


Central Bank and Credit Distribution 


The year 1952 has been characterized by a 
contraction of bank credit in the private sector 


which has reflected the reduction botii in the 
volume and value of cotton business, of the 
authorities’ entry into the market as buyers, 
and of the reduction in imports and in invest- 
ment. All these factors resulted in fewer 
applications to the Central Bank for credit. 
Whilst, in 1951, commercial banks were granted 
lines of credit amounting in all to £E20 million, 
of which they had utilized only £E16 million 
at the end of December, in 1952 the corre- 
sponding figures were {E13 million and fE4 
million respectively. 

In order to develop the money market the 
N.B.E. accorded to some commercial banks, 
rediscount facilities for bills emanating from 
the finance of exports and internal trade. 


Further, and with the sanction of the 
Supreme Committee for Currency, Credit and 
Ikxchange, the bank reduced from /l250— 
to 4E50—the minimum amount per Dill 
eligible for rediscount, and agreed to consider 
bills of a usance exceeding three months. 


Whereas, in 1952, the banks curtailed their 
applications to the Central Bank for credit, 
Treasury requirements expanded considerably. 
After having subscribed to the 1954-55 Cotton 
Loan, the bank extended further credit to the 
State by discounting Treasury Bills issued for 
financing purchases of the 1952-53 crop. By 
the end oi February it had discounted approxi- 
mately {E45 million of these bills of which 
about {E12.7 million figured on the same date, 
to the credit of the Government Special 
Account to which the proceeds of these bills 
are credited. 

By virtue of Article 15 of Law 57 of 1951, 
the Government has had recourse to the bank 
ior temporary advances in order to cover sea- 
sonal deficits. The bank has also financed 
purchases by the Government of local food- 
stuffs, and granted credits to semi-govern- 
mental institutions for the import of sugar. 

We told you last year that, in spite of a 
more or less general rise in interest and redis- 
count rates throughout the world, it had not 
been judged opportune in 1951 to follow the 
same course in Egypt. However, the persist- 
ence of inflationary pressures during the first 
months of last year induced the Supreme Com- 
mittee to raise the interest and discount rates. 
The situation havmg changed during the fol- 
lowing months, the committee lowered the 
rediscount rate on approved commercial bills 
from 33 to 3 per cent. 


The Budget 

It is our custom to analyse the final results 
of the Budget, but as the figures tor the finan- 
cial year 1951-52 have not yet been published 
we must be content with commenting on the 
3udget estimates for the year ending June 30, 
1953. 

The Budget has been balanced at a total 
of £E206 million, which contrasts with the 
deficit of E16 million forecast in the previous 
3udget estimates. Moreover, the continuous 
rise in revenue and expenditure since the war 
has not only ceased but there has been a 
marked decline in comparison with the pre- 
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vious vear’s estimates. In fact, receipts for 
the financial year 1951-52 amounted to {E215 
million and expenditure to £E231 million, 
excluding supplementary credits. In framing 
the present Budget the authorities were 
anxious to compress certain credits granted 
on too generous a scale, because the fall in 
revenue that had already been recorded demon- 
strated the imperative necessity for such action, 
From January, 1952, the returns were already 
showing a decline in receipts, especially in 
Customs dues, by comparison with the Budget 
estimates. The present Government appears 
very anxious to institute stricter control over 
the whole of the State administration and 
to etfect appreciable economies without delay 
The recent measures taken 
foodstufts are 


wherever possible. 
in regard to a few importan 
examples of this. 

Nevertheless, it appears that certain expen- 
diture is still too high, such as the total for 
salaries, wages, high cost of living bonuses 
and pensions. In the current Budget this item 
amounts to E89 million, or 43 per cent. of 
total expenditure. In the two years preceding 
the financial year 1950-51 it averaged E49 
million, or 30 per cent. of expenditure. Doubt- 
less the rise in prices during 1949 and 1950 
warranted some adjustments in salaries; doubt- 
less also additional expenditure was required 
for the development of the State's administra- 
tive machinery and for the establishment of 
the country’s security, in the widest sense of 
the term, thereby necessitating new credits. 
The tact remains, however, that expenditure 
on personnel has increased by about 80 per 
cent. in three years. One wonders whether 
the State Budget can continue to bear such 
a load 

Substantial administrative reforms could 
bring about a material decrease in expenditure, 
but there appears to be little probability that 
this can he carried beyond a certain limit. The 
remedy, then, would he in greater production 
which would increase budgetary receipts. The 
authorities have fortunately just adopted this 
course by preparing various useful projects 
which will shortly be put into execution. How- 
ever, these works are being carried out 
there will be some expansion of the money 
supply, the ettects of which on the movement 
of prices could be partially offset only by 
total expenditure on 


while 


compression of the 
salaries. 

[It tollows that balancing the present Budget 
will probabiv prove to be an uphill task. 
Certain receipts, such as those from Customs 
dues, are already short of the estimates due 
to the tall in imports. Moreover, the Treasury 
will have to tace heavy losses on cotton stocks 
of the preceding seasons, as well as on the 
difference between the purchase and selling 
prices of their acquisitions of part of the 
present crop and also on sales of wheat. 
Assuming that a large proportion of these 
losses will appear only after the sale opera- 
tions have been concluded, the fact remains 
that the public accounts will have been 
seriously put to the test this year. In drawing 
up the 1953-54 Budget, no doubt all these 
factors will be taken into account. 


The Sudan 


As was the case in Egypt, the year 1952 
was not very satisfactory for the economy of 
the Sudan. Kelying even more than Egypt 
on the income from cotton, it was clear that 
the considerable drop in prices experienced 
since the early months of last year, was going 
to affect profoundly the prosperity enjoyed 
by the Sudan during the previous year. The 
deficit in the balance of trade has been the 
most obvious sign of this. 

The 1952-53 Budget receipts are estimated 
at more than £E28 million, expenditure at 
more than {E24 million of which nearly /Err 
million are for salaries, E11 million for 
various services and works of expansion, and 
fE2 million for replacement of material and 
other expenditure. Half the surplus of /E4 
million has been appropriated for the 1951-56 
Development Plan, and the remaining half to 
cover possible shortfalls in budgetary receipts. 

Foreign trade underwent great changes in 
the course of the year. Total imports in 1952 
amounted to E61 million against {E42 million 
for the preceding year. This considerable in- 
crease reflects the exceptional prosperity of the 
Sudan in 1951 and the flow of orders abroad 
that followed in consequence. 

Total exports amounted to £43 million, 
against {E64 million in 1951. The deficit in the 
balance of trade thus figured at £E18 million, 
whilst in 1951 there was a surplus of {E22 
million. This is the first time for several years 
that the foreign trade of the Sudan has shown 
a deficit. 

With the aim of increasing exports, the 
authorities have suppressed the restrictions on 
the export of gum and reduced the royalties 
on both gum and cotton. On the other hand, 
customs dues on goods considered as luxuries 
have recently been raised. 

This recession was bound to affect adversely 
the business of our agencies in the Sudan, 
particularly that of Port Sudan through a poor 
cotton crop at Tokar. We believe, however, 
that this slackening of activity is temporary. 
You may, perhaps, be interested to learn that 
we have just opened a new agency at Gedaref, 
which is an important grain centre hitherto 
without banking facilities. Finally, we hope 
that the happy outcome of the Anglo-Egyptian 
negotiations, rendering the Sudan free to exer- 
cise its right of self-determination, will have 
the effect of stimulating development in the 
economic field. 


Balance Sheet 
The total of the balance sheet which we 
present to you~ to-day amounts to 
{E219,924,545, a reduction of £E60,230,691 
compared with the total on December 31, 1951. 
This considerable contraction is especially due 
to the reduced holdings of foreign exchange 
on the one hand, and on the other, to a fall 
in the balances of the Egyptian and Sudan 
Government accounts as well as in those of 
banks. 
Current, deposit, and other accounts have 
declined particularly in the Sudan, the total 
fall being £E 3,616,085. 


The Egyptian Government ordinary 








account, which showed a credit balance of 
£{E30,750,428 on December 31, 1951, has 
passed into debit, the balance amounting to 
{E4,872,214 on December 31, 1952. The 
Egyptian Government “ Treasury Bills Special 
Account ”’ shows a balance of E70 million, a 
fall of {E10 million compared with 1951. These 
bills are utilized in the note issue cover for 
expansion of the issue. 

You will notice that a new heading appears 
in the balance sheet, that of the Egyptian 
Government “ Special Treasury Bills, Law No. 
294 of 1952.’’ This account records the bal- 
ance of bills issued by the Government for 
purchases of the 1952-53 cotton crop. Up to 
December 31, 1952, the bank had acquired 
bills of this issue for a total of ¢E10 million 
from which the Government had drawn 
{E2,144,146 for its cotton purchases. 

The Sudan Government account shows a 
decline of £E7,430,244. Balances of banks 
in Egypt and the Sudan are lower by 
£E13,329,139. 

On the assets side, Egyptian and Foreign 
Government securities show a decrease of 
£E44,085,178 the whole of which is represented 
by foreign Government bills and_ bonds. 
Egyptian Government securities now account 
for a quarter of our portfolio of Government 
securities in the banking department. 

Advances to banks have fallen’ by 
{E12,175,042, reflecting the greater part taken 
by the Government in purchasing cotton, and 
consequently the contraction, compared with 
previous years, in credits granted by banks 
for financing the crop. Advances on mer- 
chandise and securities to others have risen 
by £E 2,094,137 while sundry other advances 
have increased by £E3,495,297 to cover the 
purchases of sugar of foreign origin and of 
Egyptian wheat carried out by the Govern- 
ment. 

Foreign bankers, correspondents and money 
at call have fallen by £E10,458,435. 

The item “ buildings ’’’ appears unchanged 
at {E100,000. We have acquired a site at 
Heliopolis where we do not possess premises 
of our own and we shall proceed with the 
building of a new office during the course of 
the year. We have also bought a building situ- 
ated behind our head office and adjoining 
the building acquired previously. Moreover, 
we have decided to reconstruct our Omdur- 
man agency. Vrovision has been made to 
cover the above expenditure, the whole of 
which has been written off. 

Our profit and loss account shows a gross 
profit of 4K 2,371,817, against £E2,214,139 for 
the previous financial year, an increase of 
{E157,678. We are happy to inform you in 
this respect that the operations relating to the 
note issue resulted in a satisfactory profit in 
1952, compared with a loss in 1951 due to 
the necessity of writing off heavy depreciation 
in the securities held in the cover that year. 

On the other hand, our expenses amount 
to {E1,739,114, against {E1,585,005 in 1951. 
This is due to rises in the rates of taxation 
and in the salaries and allowances to our staff. 


The net profits amount to £E632,703, against 


£E629,074 in 1951, which enable us to pro- 
pose to you the declaration of a dividend 
similar to that of the preceding year, namely, 
20 per cent. The distribution will absorb 
£E600,000, leaving £E32,703 to be added to 
the carry-forward. 

In last year’s report we referred to the 
heavy fall in gilt-edged securities and to the 
necessity of writing off a considerable sum 
for depreciation of our portfolio. This down- 
ward trend persisted in 1952, although to a 
lesser degree, and we are glad to say that 
the depreciation has been amply covered by 
drawings on our inner reserves. Prudence 
demands, however, that we strengthen these 
reserves once more in order to be able to 
face any contingency. 


The Board 

Since our last meeting several changes have 
taken place in our board. 

On May 8, 1952, Mr. Mohamed Amin Fikry 
was appointed Governor for a period of five 
vears. Having entered the bank as Secretary 
General, he successively occupied the posts 
of Sub-Governor and Deputy Governor. The 
outstanding qualities he displayed during his 
career at the bank clearly indicated his special 
capacity for this high post and we are glad 
to see that his nomination has been warmly 
received in all banking circles. 

The board has suffered a sad loss through 
the death of two of its members—Sir Cecil 
Campbell, who died in May, 1952, and Mr. 
John Crawford, who died last January. Sir 
Cecil was a member of the board tor only 
two years, but in that short time all colleagues 
had come to appreciate his intelligence and 
the sincere interest he took in all aspects of 
Egyptian problems. 

Mr. John Crawtord entered the service ot 
the bank in January, 1903. iter serving in 
various posts and rising to be a sub-governor, 
he was appointed to the board in 1939. four- 
teen years of assiduous service as a director 
have left his colleagues on the board with the 
memory of his profound knowledge of banking 
organization, as well as of his strong and 
understanding character. 

Resignations have deprived the board of the 
collaboration of two members. Mr. Hassan 
Kamel El Shishiny, who joined us in March, 
1951, was appointed Minister of Agriculture 
in July, 1952. 

Mr. Elias Andraos, who joined the board in 
February, 1952, remained with us for only five 
months. 

To-day we propose for election Mr. Allam 
Mohamed, whom we asked to join us in May 
last year. Formerly chairman of the Credit 
Hypothécaire d’Egypte and at present a 
director of the Crédit Agricole et Coopérati, 
he was particularly fitted to collaborate with 
us in view of his long experience in financial 
and agricultural matters. 

I should like, in conclusion, to ofter our 
most sincere thanks to all the members of our 
staff, who continue to give us proof of their 
constant loyalty and hard work. 

The report and accounts were adopted. 
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ARAB BANK LIMITED 





Continued Progress 





HE ordinary general meeting of the Arab 

Bank Limited was held on April 3. The 

ollowing is an extract from the report of 
the board of Directors: 

The Board of Directors has the pleasure to 
present its 23rd Annual Report for the year 
ending December 31, 1952, and feels gratified 
with the continued progress attained by your 
Bank in all the Arab countries where its 
branches operate. Your ¢ company , in accord- 
ance with its policy, continues to play an 
important role in the up-building of the 
national economic structure of the Arab 
world by according help to the various com- 
mercial, industrial, agricultural and develop- 
ment schemes and institutions, as well as in 
the exploitation of the natural resources in the 
Arab States, thus enabling them gradually to 
become self-sufficing and capable of meeting 
their needs from their own production. 

Signs of progress and activation have been 
ehbserved in the Arab countries due to the 
allecaticn of substantial funds to be spent 
over a number of years tor the execution of 
profitable projects. 

Total resources in this year’s balance sheet 
reveal j.D. 23,072,366 as compared with 
].D. 20,597,687 at the end of the previous 
year. Total cash in hand and at_ banks 
amounted to J.D. 9,692,411 as compared with 


J.D. 8,483,574 last vear. The ratio of cash to 
deposits stands at over 65%. This is the 
result of the wise policy observed in keeping 
enough cash to meet all eventualities in the 
prevailing circumstances. 

Deposits have reached J.D. 14,816,814 as 
compared with J.D. 12,270,120 last year. 
This represents more than 20% rise of the 
total deposits as shown in the previous balance 
sheet. 

The total of the current debit balances is 
J.D. 6,481,490 as against J.D. 5,436,088 for 
the previous year. Bills discounted d are 
J.D. 1,277,418 as against J.D. 1,185,670. 
These figures indicate the active part rendered 
by your institution in assisting the increase of 
production in Arab countries. 

The total earnings for the year 1952 
amounted to J.D. 713,561, with an increase of 
J.D. 44,283 over those of 1951. Expenditure 
amounted to J.D. 534,543, leaving a net profit 
of J.D. 179,018. Adding this profit to the 
amount of J.D. 2,116 brought forward from 
the previous year, the balance of net profit 
for the year 1952 stands at J.D. 181,134. 

The Board of Directors recommends the 
approval of the distribution of J.D. 165,000, 
giving a net dividend of J.D. 0.600 fils per 
share, founders and ordinary alike. This 
means 15°, of the nominal value of the shares. 

Finally we hope that your Bank will con- 
tinue its efforts in the fulfilment of its mission 
towards the development of Arab national 
economy and financial progress. 

The je report was adopted. 

















BALANCE SHEET AS AT 31st DECEMBER, 1952 
(To the nearest Dinar) 
1951 ASSETS 1952 
J.D. J.D. 
8,483,574 Cash in hand and at Banks 9,692,411 
452,552 Securities (Market price) 3733340 
1,185,670 Bills Discounted ne 1,277,418 
5,436,088 Advances to Customers 6,481,490 
4,881,522 Customers’ Liability on Guarantees and Credits | ‘per contra) 4,694,488 
58,852 Properties (after depreciation) , oy 118,482 
72,854 Furniture (after depreciation) 96,889 
26,575 Other Assets ig 337,848 
20,597,687 23,072,366 
I95I LIABILITIES 1952 
TD. .D. 
12,270,120 Deposits and other Accounts 14,816,814 
170,177. ~Bills Payable 213,048 
4,881,522 Guarantees and Credits on Account of ‘Customers (per contra) 4,694,488 
28,833 Other Liabilities ‘ ; i 24,407 
Authorized and Subscribed Capital: 
37,500 Founders’ Shares at J.D. 4—fully paid 150,000 
237,500 Ordinary Shares at J.D. 4—fully paid 950,000 
1,100,000 
Reserve Fund. . 1,521,896 
Special Reserve $20,579 
3,067,419 ee 3,142,475 
General Profit and Loss Account: 
179,616 Balance of Profits ; ; 181,134 
20,597,687 23,072,366 
‘Abdul Hameed Shoman Abdul Majeed Shoman 
Chairman, Board of Directors Member, Board of Directors 
J.D. (Jordan Dinar) equivalent to £1 sterling 
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NORTH BRITISH & MERCANTILE IN SURANCE | 





Successful Year’s Operations 





HE annual general meeting of the North 
British & Mercantile Insurance Co. Ltd. 
will be held on May 7 in Edinburgh. 

The following is an extract from the circu- 
lated statement of the Chairman, The Rt. 
Hon. Lord Brand, C.M.G., D.C.L.: 

FiRE DEPARTMENT: I am happy once again 
to present to you figures which reflect a 
successful year’s operations. Premiums at 
(16,046,997 show an increase of £467,756 com- 
pared with 1951. The profit is 41,312,496, 
8.18 per cent. 

CASUALTY DEPARTMENT: [LPremiums total 
£4,747,098 being £528,563 in excess of those 
for1951. The profit is £290,943, 6.13 per cent. 
Premiums for the 
year 1952 amounted to /1,845,375, against 
£1,977,842 in 1951. We have transferred 
£221,914 to Profit and Loss Account. 


MARINE DEPARTMENT: 


LirE DEPARTMENT: The year 1952 produced 
a record amount of new life business, the total 
after deducting reassurances amounting to 
£13,713,864, against the previous year’s figure 
of £10,446,880. 

The Life Revenue 


Account now stands at 


over £36,500,000, an advance of approximately 


£700,000 on the total. This expansion 
is nearly £300,000 more than i reported on the 
last occasion. 
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The'results of our operations for the year 
are summarised in the Consolidated Profit and 
Loss Account. Interest on investments 
amounts, after deduction of income tax, to 

£864,023, compared with £807,884 in 1951. 
The fire, accident and marine accounts con- 
tribute a total of 41,825 5-353 against an amount 
of £1,770,385 in the orevions year. in addi- 
tion, there is a further — of profit from 
the Life Branch of 449,878, being one-ntth of 
the profit from the wy valuation, le aving 
one-fifth still in reserve to be brought into 
account in 1953. 

United Kingdom taxes absorb £590,519 and 
Overseas Taxes charged to this Account 
£200,517. A sum of £120,000 has been written 
off investments and we have made the usual 
transters to the Staff Pension Fund and the 
Widows’ Pension Fund. 

The Preference dividend will again absorb 
£36,750. On the Ordinary Share Capital the 
Directors are recommending the payment ofa 
dividend of tos. per share, less income tax, 
one-half payable on May 15 and the other 
half payable on November 11, the whole 
costing £577,500. 

We are left with a final balance on the 
Account of 414,253,230, representing the aggre- 
gate amount carried forward in the Accounts 
not only of the ‘* North British ” but also of 
its Associated C rem sat home and overseas. 
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